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BLADES, EAST & BLADES, Ltd. 


Established 1821. 


CITY OFFICES : WORKS: 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “Identical, London,” 


BANKERS’ CHEQUE PRINTERS. 


BANK’ NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
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PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
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Capital fully called up - £650.000 Reserve Account - - £570,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - - £1,000,000 


LONDON BANKERS : 
Messrs, Giyn, Mitts & Co, THe Westminster BANK LimitTEp, LomBarD StREET, Ltioyps Banxk LimITED, 


HEAD OFFICE : 
33/36 Kinc W1Lu1aM STREET, Lonpon, E.C.4. 


CHIEF OFFICE IN PERSIA: 
TEHERAN, 


BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Dizful, Duzdab, Hamadan, Isfahan, 
Kazvin, Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohamm erah, Nasratabad (Seistan), Pehlevi, 
Resht, Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 
Bacpap, Basra, KIRKUK, Bombay, 

HE BANK transacts Banking Business of every description in 

and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 

negotiated, Crean and Documentary Bills collected. Letters of Credit, 

Drafts and Telegraphic Transfers issued. 
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Correspondents in all important places abroad. 
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DARMSTADTER 


UND 


'f NATIONALBANK 


Kommanditgeselischaft auf Aktien 





Berlin W 8, Behrenstrasse 68/70 


Telegraphic Address: Danatbank 


Over 100 Branches / Correspondents at all important 
places of the world 













Assets Balance Sheet per Dec. 315* 1928 = Lianitities 

Reichsmark Pf Reichsmark |Pf 

Cash in Hand, foreign Snare Capital . . . . 60 000 000|— 
Currency, and interest 

eee 55 000 000, — 


and dividend Coupons 


due for Payment . 23 089 20343 


Credit balances wits Creditors. . . . . . | 208262031046 
Banks of Issueand Banks 
with a Clearing Organi- Acceptances. . . . . 80 465 647 86 


zation (Abrecknungs- 
69 301 309|14 | Pension Fund for Em- 


banken). 


Cheques, Bills and Gee sk ke eG 4 000 000; 

; Treasury Bills. . 556 862 89097 
i Credit balances of ‘the Other Liabilities . . . 13 864 14113 

Bank (“Nostro”’ bal- | 
Net Profits. . . . .| 1671034920 


ances) with Banks and 

I Banking firms Payab'e 
within Three Months. 

i Contago and other Loans 
against Securities ad- 
mitted to quotation on 
the Stock Exchange . 

Advances on Goods Con- 


270 095 881/02 


138 681 357/41 


} signed or Warehoused .| 266 380 901/97 
Securities in the possession 
of the Bank ‘ 25 000 000 
Holdings in Syndicates 
and Joint Operations 25 000 000 
Permanent Holdings in 
other Banks and Bank- 
i ing firms 24 000 000 


Loans and Advances on 
‘ Current Account — 
é 889 247 90471 





Bank Premises . 25 000 000 inh 
2 312 660 44865 | 2312 660 44865 


Dividend for the year 1928: 12 per cent. 
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International Bank 


™MEIRST 


NATIONAL BANK of 
BOSTON 


19704 3 3 


1929 


BOSTON, U.S.A. 


CuBA 


Havana, Cienruecos, SANTIAGO 


Foreign Branches 


ARGENTINA 
Buenos AIRES 


European Representatives 


LonpDoN 


Paris BERLIN 


24, Old Broad St. 39, Rue Cambon 52, Unter den Linden 


Capital and Surplus 


- $50,000,000 








MARTINS 
BANK 


LIMITED. 


Head Office: 
7, WATER ST., LIVERPOOL. 
London Office: 
68, LOMBARD ST., E.C.3. 
Manchester District Office: 
43, SPRING GARDENS. 


Capital Subscribed ... ... £20,602,272 
Capital Paid Up and Reserves £7,729,413 
Deposits, etc. at 31st Dec., 1928 £82,932,881 


The Bank has over 560 Offices, and Agents 
in all the ———- towns at home and 
abroa 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 





162 BRANCHES IN 
FINLAND 


Oo 


Capital and Reserves : 


Fmk. 417,000,000 


Oo 


KANSALLIS-OSAKE-PANKK| 


(National Joint Stock Bank) 


Head Office: HELSINKI 
(Helsingfers) FINLAND 
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YY; Og J, FEW moments ago you looked at your clock 
Y, 74 ; 
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| Y | 
Uj; i + Af —but did you see it? é ; 
Uypinintwhiy Vi Can you be sure, now, that it is going, and keeping 
“Uppy ff the right time? “~~ 

The clock is so obvious, isn't it? Always there—we look at it 
so often but so seldom see it—it’s just a clock. But what 
happens when it goes slow, or fast, or stops suddenly ? 


Then the clock comes into the limelight indeed, because of the 



































missed mail or the appointment kept too late. 
That is the case, of course, if it is a mechanical clock. 
But there is a different tale to tell if you have installed the 
Princeps New System Electrical Clock. 
Always showing the exact time—needing no winding and the 
minimum of attention— always reliable and always working, be- 
cause it has no springs to vo the Princeps is the business 
man’s clock. 
It is operated by electricity, and will show the exact time at as 
' many different points as desired. 
May we send you full particulars ? 
% Installing and $ 
. aintenance * 
§ Companies in all > 
S United Kingdom | 
* Unit ingdom , 
NEW SYSTEM ELECTRICAL CLOCKS and Ireland. 
Manufactured and Installed by Yoceceecccccccees 
THE TELEPHONE MANUFACTURING CO., LTD. 
Hollingsworth Works, West Dulwich, London, S.E. 21. 
GERMANY | 
DUSSELDORF 
Palast-Hotel 
BREIDENBACHER HOF A credit to any building, Leyland Rubber Flooring 
A Home away from Home adds to the dignity of your premises. Silent and 


soft underfoot, obtainable in numerous colours and 
designs, it is almost as lasting 2s the business itself, 


UP-TO-DATE COMFORT 


| BAR GRILL ROOM EYLAN 





Rubber Tilin® 
M :H Bi Write for Catalogu: No. 39. 
anager: flermann Dieger THE LEYLAND AND BIRMINGHAM RUBBER Co. Lid. 


Head Office & Works - Leyland, Lancs. 
L i i Branches throughout the World, — x.7.82-s/29 
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ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) £2,500,000 RESERVE FUND £2,795,787 
DEPOSITS £44,674,151 




















CORRESPONDENTS 
THROUGHOUT THE 
ENTIRE WORLD 


TOTAL NUMBER 
OF BRANCHES 
230 


OVER 200 YEARS OF 
COMMERCIAL BANKING 



















London—City Office : 49 CHARING CROSS, S.W. 1. 
3 BISHOPSGATE, E.C.2. London—West End Offices {€7 New BOND STREET, W.1. 


Head Office: EDINBURGH 


General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 





YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan) 


Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund .- . - . - - - - Yen 105,500,000 


Head Office: YOKOHAMA. 

BrancHEs and AGENciEs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C. 2. 
D. NOHARA, Manager. 









NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - - - . £3,000,000. 
RESERVE FUND .- - : - - . £2,875,000. 





London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


A. M. BONNER, L™: “* 


30 LIME ST. and 7 BLOMFIELD ST. 


LONDON, E.C.3 LONDON, E.C.2 
Monument 0794 RU B B E » TA M Ps City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND sage DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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Commerz- und Privat-Bank 


Aktiengesellschaft 


HAMBURG-BERLIN 


250 other places throughout Germany 


CAPITAL AND SURPLUS 
RM 115.000.000 


ALL BANKING TRANSACTIONS 


Amsterdam: N. V. Hugo Kaufmann & Co.’s Bank 
New York: Konrad von Jiberg, 50, Broadway 


Cable address for main offices and branches “Hanseatio” 


DI CREDITO 


Capital—Lire 300,000,000 
Reserve—Lire 60,000,000 
Deposits 
(28th February, 1929) 

— over Lire 2,325,000,000 


Head Office: MILAN 
Offices at: 
Milan, Naples, Genoa, Rome, 


Turin, Palerme, Trieste, 

Bologna, Florence, Venice. 

89 Branches in the principal 

industrial and commercial 
points of Italy. 


EVERY KIND OF BANKING BUSINESS 
TRANSACTED 








BANCA MOLDOVA 


LTD. 


BUCHAREST. 


od 


Capital Paid Up and Reserves— 
LEI 170,000,000. 


od 
Cable Address: MOLDOBANCA. 


JASSY 





Branches : 
CZERNOWITZ, GALATZ, BRAILA, 
KISCHINEFF, CETATEA ALBA 
(ACKERMAN), BELTZY, RENI, 


TIGHINA (BENDER), ROMAN, 
VASLUI. 
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Every Description of Banking 
Business Transacted. 
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The New 


REMINGTON 


GENERAL UTILITY MACHINE 


FOR BANKS 


Speeds up production, reduces 
cost of operating expenses and 
gives to clients that assurance 
and satisfaction which is 
obtained by accuracy and 
neatness of detailed information. 


Distributed and Serviced by the 
| ADDING-LISTING AND BOOK-KEEPING 
| MACHINE DIVISION 





of the 


REMINGTON TYPEWRITER CO. LTD., 
| 100 Gracechurch Street, 
| London, E.C.3. 
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SPOTTISWOODE 
MAJESTY’S 


THE ANNUAL 
RATES ARE AS FOLLOWS :— 





PARIS 
JOSEPH. CAILLAUX, SENATEUR, 
ANCIEN PRESIDENT DU CONSEIL, 
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PUBLISHED BY EYRE AND 
LIMITED, HIS 
PRINTERS, FROM 
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SUBSCRIPTION 


POST IN THE UNITED 


KINGDOM 6..064¢0s000 {I 13 0 
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EDITOR WILL BE GLAD 

RECEIVE MS. ARTICLES. 


THOUGH EVERY CARE WILL BE 
TAKEN, HE 
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MIDLAND BANK’S 
ACCOUNTING REORGANISATION 


Burroughs Ledger Posting Machines 
used in branches throughout the country 


Burroughs, with its widespread 
organization, was able to give the 
accounting, installation, and 
mechanical service demanded by 
such a nation-wide change. 


Ledgers and Statements are now 
balanced daily by machines. 
More work is done in less time, 
with less space, with greater 
accuracy. 


Customers appreciate the con- 


venience of the new methods 
and the neat up-to-date statement, 
ready at any time. 


Other banks have adopted 
Burroughs methods: which is 
sufficient testimony to their 
soundness. 


The services of the Burroughs 
Banks Department are at the 
disposal of all bank executives. 
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BURROUGHS ADDING MACHINE LTD., 


Chesham House, 136 Regent Street, W.1. 
*Phone : Gerrard 0754 (Private Branch Exchange). 


Adding ~Bookkeeping— ide Machines 
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A Banker's Diary 


Mid-March to mid-April 


Mr. WINSTON CHURCHILL opened his fifth successive 
budget on April 15. In the course of his speech he re- 
viewed the progress of national economic 

The Budget conditions, and particularly of the national 
finances, during the past five years, and 

commented upon the results of the return to the gold 
standard. Dealing with the prospects for the current 
year, expenditure on all accounts, apart from self- 
balancing expenditure, was put at £742 millions. This 
sum included the fixed debt charge of £355 millions, out of 
which it was estimated that £50} millions would be avail- 
able for sinking fund. Revenue, on the basis of existing 
taxation, was put at £754 millions, yielding a prospective 
surplus of {12 millions. The proposals for changes in 
the system of taxation included the repeal of the turnover 
duty on betting and of the railway passenger duty, a 
reduction in certain liquor licence duties, and abolition 
of the tea duty. These and other remissions and adjust- 
ments were estimated to cost nearly £8 millions in the 
current year, reducing the anticipated surplus to £4 
millions. Rating relief was to be applied immediately, 
instead of in October, to agriculture, the cost of this con- 
cession being met from the rating relief suspense account. 


In the House of Commons on March 21 a statement was 
made regarding the financial agreement recently arrived 
at between the British and Egyptian 
Anglo. Governments. The principal outstanding 
Egyptian question settled by this arrangement related 
Financial to Egypt’s liability in respect of the Ottoman 
Agreement Guaranteed Loan of 1855. In addition, 
payment was arranged in settlement of 
certain outstanding war claims against the Egyptian 
Government. As against the payments under the first 
head, Egypt is granted a share of British Empire repara- 
tion receipts which, on the basis of the annuities laid 
down in the reparation scheme now in force, would fully 
cover her liability in respect of the Ottoman Loan. 


. 
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THE committee of experts which is examining the repara- 
tion problem (see April issue) has been concentrating on 
the question of the scope of future German 
Reparation payments. On April 12, after prolonged 
Inquiry consultation, the Allied delegates came to 
an agreement, and the joint proposals were 
submitted to the German delegates the following day. 
It is understood the proposals comprised a detailed 
schedule of payments covering a period of fifty-eight 
years. German counter-proposals were put forward on 
April 17. 


ApoutT the middle of March a meeting of shareholders of 
the General Electric Company approved proposals for 
the creation of ‘ British ordinary shares,”’ 
to be held only by British subjects or cor- 
EI Coe porations. Arrangements were made for 
pcg Fac the public issue of 1,500,000 of these shares, 
of {1 each, at {2 2s. Prospectuses were 
circulated, but at the last moment the issue 
was postponed, on account of the objections of American 
shareholders to the conditions of the issue. An American 
shareholders’ committee was formed and deputed two 
members to visit London for the purpose of negotiating 
a mutually agreeable arrangement. Various statements 
were exchanged by cablegram, and personal negotiations 
began immediately after the Easter holiday. Meantime, 
an alternative scheme was put forward under which 
the shares would be offered to all shareholders, among 
whom foreigners would be required to sell their rights 
and would not be allowed to take up the shares. On 
April 20 it was announced that it had been decided not 
to proceed with the issue. 


IN response to overtures from the Russian Government, 
a delegation representing large and varied British indus- 
trial interests left London for Russia to- 

. , wards the end of March to investigate the 
= possibilities of expanding trade between 
oMussia “the two countries. According to Press 
reports, the Governor of the State Bank of 

Russia, addressing the delegation on April 6, outlined the 


programme of construction contemplated within the next 
= 
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five years and indicated that the plans might involve 
considerable purchases from this country. He made it 
clear, however, that only such goods would be bought 
here as could not be obtained elsewhere, unless full 
diplomatic relationships were resumed between the two 
Governments. 


DuRInG the past few months the amalgamation tendency 
in American banking has gone forward with marked 
intensity, some of the largest institutions 
in the country being involved. In New 
hae York alone several important fusions have 
dane been announced. Towards the end of 
February an agreement was arrived at for 
amalgamation of the National Bank of 
Commerce in New York and the Guaranty Trust Company. 
At the end of December last the former had deposits of 
more than $650 millions and the latter of nearly $850 
millions. Early in April an affiliation arrangement was 
announced between the National City Bank of New York 
and the Farmers’ Loan and Trust Company, the former 
having deposits at the end of December amounting to 
about $1,350 millions and the latter to nearly $200 
millions. Later in the month a merger was announced 
between the Chase National Bank and the American 
Express Company, the former having deposits of over 
$1,100 millions at the end of the year. In addition, a 
number of smaller fusions were arranged, while a similar 
movement proceeded rapidly in other parts of the 
country. 


AxsouT the middle of March it became known that the 

“Sicmat,”’ an Italian undertaking engaged principally in 

financing cotton imports, had arrived at a 

position of grave difficulty. The total 

Italian Bank- liabilities are said to reach about $194 

ing Failure millions, and the creditors include Italian, 

British, French, American, Swiss, and other 

Continental houses. The British claims are 

reported at $6} millions, and are held by twenty-three 

separate creditors. Meetings of British creditors have 

been held, but up to the middle of April no definite 
settlement had been reached. 


EE ee 
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On April 8 a number of Swedish savings banks suspended 

payment. Though independent institutions, the eight 

banks primarily concerned are under a 

: centralized control, having been founded 

P20 nearly ten years ago as offshoots of a single 

Failures O'8anization. The combined deposits are 

reported to amount to between Kr. 40 and 

50 millions, credited to more than 70,000 

depositors. The largest of the banks is situated in 
Stockholm. 


Up till the Easter holiday new issues continued to appear 
in large numbers and volume, and the total amount of 
new money raised in the quarter to the end 
of March exceeded the figure for any corre- 
sponding period since 1920. The Central 
Argentine Railway offered £3 millions of 
5 per cent. debenture stock at 944, and of 
the total, 30 per cent. was left with the underwriters. 
Industrial issues of various kinds, however, accounted for 
the larger part of the March total, and many of the issues 
were undersubscribed. Up till the middle of April the 
flow of offerings had not been resumed on the pre-holiday 
scale, but shortly afterwards a large number of issues 
made their appearance. Since the rise in the bank rate 
foreign offerings had been relatively small. 


New Capital 
Market 


ON March 23 the Netherlands Bank raised its discount rate 

from 44 to 5% per cent. The Imperial 

= Rate Bank of India reduced its rate Reg” to 

anges 

7 per cent. on April 11. On April ro, the 

Bank of Poland raised its rediscount rate from 8 to g per 

cent. On April 23 the Austrian National Bank raised its 

rate from 6} to 7} per cent., while on the following day 

the bank rate of the Hungarian National Bank was raised 

from 7 to 8 per cent. On April 25, the Reichsbank 

raised its discount rate by 1 per cent. to 7} per cent. 

This was followed by a rise of the rate of the Bank of 
Danzig from 6 to 7 per cent. 
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Lord Revelstoke 


ORD REVELSTOKE stood alone, perhaps the last 
L- representative of the old order of private bankers. 
Aloof, authoritative, he was unsurpassed in his 
generation for discretion and integrity. A faithful friend, 
a wise and watchful counsellor, he played a great part in 
the government of the Bank of England and in alli the 
important financial affairs of his time. He had a certain 
reputation for rigidity, which, like most popular reputa- 
tions, was altogether inappropriate. No one, with the 
exception of the Governor, did more to modernize the 
organization of the Bank of England. No one gave 
greater support to Mr. Norman’s policy of co-operation 
between Central Banks—a policy which must have startled 
many worthies of the Bank. Lord Revelstoke took the 
lead in the reconstruction of Argentine finance, in the 
establishment of Japanese credit, in the solution of 
the repercussions of the New York panic of 1907, and 
in numerous other City movements. 

John Baring, second Lord Revelstoke, was born on 
September 7, 1863. At Eton, where he went in 1876, he 
was regarded as an able but rather idle person, who would 
delight and charm private society and spend but little 
time in Baring’s counting-house. From Eton he went to 
Trinity College, Cambridge, but left before taking his 
degree to travel around the world. In November 1890 
came the crisis which almost destroyed the great Baring 
firm and shattered the fortunes of several members of 
his family who, though under no legal or moral obligation 
to the creditors, gave up the most of their resources 
to redeem the prestige of Messrs. Baring Brothers. 
This act could not alone save the firm, but it added 
greatly to the high traditions of the City and of the 
Barings. The intervention of the Bank of England and 
the leading London financial houses prevented a complete 
collapse. At this black time John Baring was the junior 
partner, and it is no exaggeration to say that he, 
with the late Mr. Francis Baring, did most to restore and 
enhance the fortunes and prestige of the firm. Adversity 
showed his quality. He had a natural aptitude for 
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banking and for the management of great affairs. Indus- 
trious, exceedingly shrewd, and with a caution born of 
disaster, he set himself to a task difficult to the point of 
impracticability—the complete restoration of Barings 
within the span of one generation. With the aid of 
partners of remarkable quality, such as Mr. Cecil Baring 
and Mr. Gaspard Farrer, Baring’s quickly regained its 
eminent place in the City. Next to his work for Barings, 
the Bank of England was the great interest of his life. He 
looked upon it as one of the best constructive forces of the 
world, and was greatly instrumental to the reconditioning 
of its organization. His great parts, quickness of appre- 
hension, power of judgment and clearness of exposition 
were of incomparable value in the difficult war and post- 
war periods. 

We shall say nothing here of his services to his 
Sovereign in matters which required great consideration 
in the undertaking and the greatest care in the conduct. 
The King’s message reproduced below speaks for itself. 

Death seized upon him in the midst of business, and 
though sudden, it cannot be ascribed to the labour and 
difficulties of the Reparations Conference. He was used to 
overcoming difficulties ; only death was too hard for him. 

To sum up all: he was a great banker, a true friend, 
useful in his country, a great observer of the traditions of 
his family and order. It will be hard to find his equal in 
all things. If there be any use of honourable public 
service, any faith in men, we may with reason believe 
that the memory of Lord Revelstoke will not lightly die. 


The King’s Sympathy 


The King sent the following message to Lady Kenmare, 
Lord Revelstoke’s sister :-— 

‘‘ The Queen and I are most terribly shocked to hear 
the sad news of dear John’s death. He was one of my 
oldest friends, and I shall never forget his devotion to me. 

‘“‘T cannot yet realize that I shall never see him again. 
We send you all our heartfelt sympathy in the loss of 
such a wonderful brother. How dreadfully we shall 
miss him! 

“GEORGE R.I,” 
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The Government's Message 


The following telegram was sent to the British 
Embassy in Paris :— 

‘Please express to Mr. Cecil Baring the profound 
sense entertained by His Majesty’s Government of the 
great services rendered by the late Lord Revelstoke, and 
of the loss which this country has sustained by his death. 

‘‘ His Majesty’s Government desire at the same time to 
tender their heartfelt sympathy to Mr. Baring and the 
other members of the family.” 


Foreign Tributes 

Mr. Owen D. Young, chairman of the Committee of 
Experts, made the following statement to the Press :— 
‘“‘ The death of Lord Revelstoke takes from our Committee 
not only one of its ablest members, but a personality 
embodying such wees. charm, and sympathy as to be 
uplifting to us all . 

The President of the Reichsbank said :—‘ We are 
grieved to the utmost by the sad death of Lord Revelstoke, 
whom we have known for many years and who, as the 
head of a great London banking house, has had a close 
connection with the German Government. We felt deep 
admiration for him, not only as a leading banker, but as a 
great gentleman, and this feeling was further strengthened 
in the course of these negotiations... . 


State Influence and the 


Management of Central Banks 
By C. H. Kisch, C.B. 


practice widely current in the last century, under 
which the State had a dominant or, at any rate, a 
powerful voice in the control of the central bank. The 
legal authority of the State was secured in various ways, 
but even where actual constitutions were closely akin, 


Sr E the war the tide has set strongly against the 
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great differences might be, and often were, manifested as 
regards the extent to which the State exercised the 
powers vested in it. In the working of a central bank 
external forms may be of less significance than the 
spirit behind the management or the zeal of the Govern- 
ment to assist towards the maintenance of sound credit 
and monetary conditions. If the policy of the bank 
executive is prudent and the national finances are wisely 
administered, the dangers inherent in an insecure bank 
constitution may not be realized. If, on the other hand, 
the discretion that the bank executive must always enjoy 
is exercised amiss, or the Government indulges in budget 
deficits and ruins confidence by action entailing the 
creation of excessive credit in any of its various forms, 
no central bank charter, however perfect, will stand the 
strain or bring the monetary standard through the 
inevitable crisis unscathed. These considerations must 
not be overlooked in any attempt to review the influence 
of the State in the control of central banks in the century 
before the war. 

The great work that has been undertaken and brought 
within sight of completion in Europe and Central and 
South America in creating or rewriting the charters of 
central banks has been carried out with the monetary 
events of the war and post-war period prominently in 
view. The depreciation of currencies that marked this 
period was most acute in Russia and Germany, where 
governmental authority over the central bank was 
strongest. General political conditions in these countries 
were undoubtedly peculiarly adverse to even a moderate 
resistance by the central bank to demands for credit by 
the State, but it can hardly be disputed that the control 
of the Government over the bank was calculated in each 
case to weaken any resistance there might otherwise have 
been to fatal courses. Even in countries which stopped 
inflation before it was too late and have managed to 
preserve the vestiges of their pre-war currencies, the 
influence of the State as the motive force of immoderate 
credit expansion and over-issue of paper was the funda- 
mental factor in the trouble. It is accordingly natural to 
find that the League of Nations in its work of rehabili- 
tating European currencies and the authors of the central 
banking constitutions in Chile and other American 
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republics have sought to divorce the State, as far as 
the case allowed, from the management of the central 
bank, and have tried by various provisions to protect 
the banks from being corrupted by governmental 
pressure. 

When, however, one comes to examine the actual 
functioning in pre-war years of certain central banks, 
subject in differing degrees to State influence or control, 
it may be recognized that there have been considerable 
periods when such banks have been successful in main- 
taining sound credit conditions and in preserving the 
monetary standard. It is proposed in the following 
pages to survey developments in a number of countries 
where the central bank was legally or by custom subject 
in varying ways to State authority or influence, and, 
assuming for the purpose of the argument that the 
devastating effects of the war were bound to shake 
monetary stability, whatever the machinery for control, 
pre-war experience will be reviewed with the particular 
object of considering how far such experience sub- 
stantiates the view that on broadest grounds it is 
desirable to dissociate the control of the monetary 
standard from the State and to entrust it to an inde- 
pendent centra] bank. In Switzerland discussion of the 
question as to whether the currency mechanism should 
be entrusted to a State bank or to an independent bank 
was protracted over twenty-five vears, thus delaying the 
creation of the central banking organization of which the 
country was recognized to be in need. In this case a 
compromise was adopted in 1905, by which the control 
over the central bank, based on private subscription of 
capital, was vested in a body containing representatives 
of the shareholders and a majority of members chosen 
by the legislature. Most of the countries, however, 
which today have independent central banks, have passed 
through a stage when either the central bank was a 
State-controlled organ or when State management of the 
note issue made the Government the currency authority, 
irrespective of the existence or non-existence of a 
partially developed central banking organization. But the 
fact that the principle of the independent central bank 
has been enshrined in the more important recent charters 
in Europe and Anierica has not closed discussion of the 
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issue whether the control of the monetary machine 
should not be made subject in some form or other to 
State influence. It is therefore well to inquire how far 
such success as certain State-controlled or State-owned 
central banks have enjoyed has been due to their con- 
nection with Government or legislature, or how far it is 
to be ascribed to other considerations. 

It will be convenient to distinguish between three 
kinds of case :-— 


1. Countries where the central bank was owned and controlled 
entirely by the State. Here an important distinction exists as to 
whether the control is discharged by the executive Government or the 
legislature. Countries falling in this category include Russia, Sweden, 
and Bulgaria. 

2. Countries where the bank was under private ownership but 
controlled through an official or officially appointed organ. The 
German Reichsbank as organized before the war and the Bank of 
Norway fali into this class. 


3. Countries where the central bank was organized as a private 
corporation, but was, owing to the connection between the bank 
administration and the State, liable in varying degree to official 
influence. As before the war the Bank of England was the only 
important central bank entirely independent, by constitution and 
practice, most of the central banks other than the State banks in the 
technical sense are to be included in this group. Typical instances are 
furnished by Austria, Japan, Spain, Switzerland, and Portugal. 


Of the true State banks the cases of Russia and 
Sweden are most deserving of attention, as the contrast 
in their history serves to bring out the essential features 
of the system. 

Prior to the establishment of the Imperial Bank of 
Russia in 1860, the country had already had experience 
of State banks of issue. In 1768 there was an authorized 
issue of paper money of 1,000,000 roubles.* The promise 
that these notes would be redeemable was not observed, 
and with the needs of the Government the volume of the 
issue was increased, rising in 1786 to 100,000,000 roubles. 
The excessive credits extended to the Government made 
the position of the banks highly unliquid, and attempts 
to restore the position made in the first half of the 
nineteenth century failed. 


* At the then parity roubles too= French frs. 400. At the end of the 
Napoleonic wars the paper rouble had depreciated to about 25 per cent. 
of its nominal (silver) value. 


K 2 








124 THE BANKER 


In 1860 the Imperial Bank, of which the capital was 
owned by the State, was founded with the object of con- 
solidating the internal monetary situation. The bank 
was placed directly under the control of the Minister of 
Finance, though representatives of the nobility and 
merchant class were given some share in the management. 
An early attempt to restore the parity of the currency 
failed, and it is difficult to see how anything else could 
have been expected when the liquidity of the bank 
was being jeopardized by the financing of land pur- 
chase operations and continual deficits in the national 
finances were compelling enlarged issues of paper 
currency. 

The revised statutes of 1894 left the bank under the 
direct control of the Minister of Finance. The loan 
policy of the bank neglected the canons of central 
banking propriety, and advances were made to manufac- 
turers and agriculturists on terms that failed to protect 
the bank against serious losses. Further loans were 
made “by virtue of special provisions,’ that is, in 
accordance with official instructions, in support of all 
kinds of industrial ventures, in which it was quite 
unsuitable for a central bank to become involved. It is 
stated that up to 1906 over twenty-five and a-half 
million roubles had been absorbed in making provision 
for doubtful debts, of which a well-conducted central 
bank should have little experience. Although the 
policy of the bank in these respects was unsound, skilful 
preparatory work, in which the accumulation of an 
enormous gold reserve} played an essential part, enabled 
Count Witte in 1897 to introduce the gold standard and 
to close the regime of paper that had lasted over a 
century. The monetary reform proved equal to the strain 
of the Russo-Japanese War which broke out in 1904, and 
though a proposal to suspend specie payments was 
considered, it was put aside. This is worth noting, as it 
illustrates the doctrine that the maintenance of the 
standard of value should be regarded as a public trust, 


+ The gold reserve of the bank (including external gold -credits) 
was raised from roubles 475 millions to roubles 1,145 millions (the 
rouble representing roughly two shillings) between January 1890, and 
September 1897. Of this addition a considerable part represented gold 
transferred from the Imperial Treasury. 
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and that even under a serious stress resolute efforts 
should be made to sustain it. 

On a smaller scale the experiences of Russia were 
reproduced in Bulgaria, where the National Bank 
entered on its operations in 1885, being established on 
the Russian model as a State-owned and State-controlled 
institution. The governing board of the bank was 
nominated by the executive Government, and the opera- 
tions of the bank were subject to official supervision. 
The law provided that the paper currency of which the 
bank had the monopoly should be covered as to one-third 
in gold and should be redeemable on demand, but the 
bank found it necessary as early as 1891 to issue notes 
redeemable in silver only, and in 1899 redemption 
in silver was formally authorized. Although at this 
period economic conditions were unfavourable, the actual 
breakdown was ascribed to the obligation to meet the 
financial requirements of the Government, so that the 
case affords yet another illustration of the fatal facility 
afforded by the existence of a State-controlled bank to 
over-issue. Gold convertibility was resumed in 1906, 
but the sound conduct of the bank was again soon 
rendered impossible by the demands of the State for 
advances to finance its part in the Balkan wars. In 
view of the chequered history of the bank, it is easy 
to appreciate the action of the League of Nations, 
which has made strenuous efforts to fortify the indepen- 
dence of the bank in its new charter, and aims at the 
conversion of the bank from a State institution to a 
privately owned and managed concern at the earliest 
possible date. 

The Swedish Riksbank enjoyed an inestimable ad- 
vantage over the Imperial Bank of Russia or the National 
Bank of Bulgaria in that it was constitutionally sub- 
ordinate, not to the Finance Minister or executive Gov- 
ernment but to Parliament directly. This has helped 
to save it from extravagant demands for credit on the 
part of the Treasury, and from 1834 to the time of the 
European War the convertibility of the notes of the 
bank was maintained, in silver until 1873, and subse- 
quently in gold. The condition of inconvertibility that 
lasted from 1817-34 was largely due to great exten- 
sions of credit to the Government, leading to over-issue. 
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In 1907 the bank incurred criticism at the time of the 
American crisis for failing to raise its rate of discount 
sufficiently in harmony with money movements in London 
and Berlin. Loss of gold and foreign assets made it 
expedient for the bank to strengthen its position by 
assistance from the Swedish Government, which had 
contracted an external loan at the time. Though the 
Riksbank is strictly a State institution, a member of the 
Government is debarred from serving on the direction, 
and special care has been taken to safeguard the inde- 
pendence of the bank from interference by the executive. 
It is specifically provided in the bank’s charter that the 
directors may not receive instructions for the administra- 
tion of the bank except from the Riksdag or its Parlia- 
mentary committee on banking, and if on any occasion 
a representative of the Government is appointed to 
confer on any special matter with the authorities of the 
bank, it is laid down that the question shall not be 
decided until he has withdrawn. By such provisions and 
by the development of a sound central banking tradition 
the dangers inherent in a State banking system have in 
the case of Sweden been minimized. The success of the 
bank has, in short, been due to the virtual abdication of 
the State from the banking business and to the grant to 
the authorities of the bank of power to conduct it on 
business principles. The bank has developed on in- 
dividual lines. It is pre-eminently a bank of rediscount. 
Private deposits form a relatively unimportant part of 
its business, and of its current accounts 95 per cent. 
represents roughly the average proportion held on behalf 
of the State. The sphere of competition with com- 
mercial banks is aecordingly narrowed, and considering 
the satisfactory manner in which the Riksbank has dis- 
charged its duties in regard to the currency, it is perhaps 
not surprising that the suggestions at one time put 
forward for introducing private capital into the bank have 
so far led to nothing. At the same time it appears that 
the system of parliamentary appointment of directors has 
not always worked satisfactorily, and it has been sug- 
gested that sooner or later the constitution of the bank 
will require modification. 

The Reichsbank under its pre-war constitution and 
the Bank of Norway illustrate cases where the principle 
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of private ownership * is found in association with public 
control. While the important factor in the constitution 
of a central bank is the seat of control, the existence of 
a body of private shareholders with a stake in the 
fortunes of the bank must obviously exert an invaluable 
influence on the direction of the bank’s affairs, promoting 
a healthy sense of responsibility that will tend to the 
avoidance of imprudent action based on political instead 
of business motives. By the constitution of the Reichs- 
bank, which was established in 1875, the supreme control 
of the bank was vested in the Curatorium, of which the 
Chancellor of the Empire was president, one of the other 
four members being nominated by the Emperor, and the 
remainder being nominated by the Bundesrath. Sub- 
ordinate to the Curatorium was the directorate, appointed 
by the Imperial Government on the recommendation of 
the Bundesrath. The relations between the Government 
and the bank were, of course, confidential and details are 
not ordinarily revealed. It has, however, been authori- 
tatively stated that though supreme power resided in the 
Chancellor, he had only once exercised it in the first 
thirty vears of the bank’s history, when in 1887 Bismarck 
insisted that the bank should not accept Russian 
securities as collateral for loans. But the security of the 
bank did not only rest on a habit of non-intervention by 
the executive which might be terminated at any time. 
The constitution of the bank also provided for the creation 
of a central committee of fifteen representatives of the 
shareholders, of which a sub-committee of three members 
remained in continuous touch with the affairs of the bank. 
In particular the assent of the central committee was 
required by statute for business with the financial ad- 
ministration of the Reich or German States, in case such 
transactions ran counter to the general requirements of 
the bank’s business. The object of this stipulation was 
to protect the bank from demands for credit on the part 
of governmental authorities, that might have imperilled 
the task of the bank in the regulation of the money market 
and the maintenance of the gold standard. While the 
State preserved through the Curatorium complete powers 
over the bank, and at all times closely followed its pro- 
ceedings, the directorate was left free in practice and 


* In Norwa y the State holds some Bank stock but only as an investment. 
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conducted the institution on business lines in accordance 
with the requirements of the monetary situation. Free- 
dom from political interference in day-to-day manage- 
ment is the distinguishing feature of the independent 
bank, and to all intents and purposes the Reichsbank, 
like the Riksbank in Sweden, enjoyed this independence 
in the pre-war period. 

The Bank of Norway was founded in 1816. Though 
there are private shareholders, they have no voice in the 
management. This is vested in a board and supervisory 
council, of which the members are appointed either by 
the Crown or the Storthing. No member of the Govern- 
ment may be a member of either controlling body, and 
the bank is not subordinate to the executive. On its 
foundation the bank inherited an unsatisfactory position, 
due to the previous over-issue of notes for the purpose 
of meeting the requirements of the State, and the plans 
for establishing convertibility of the new bank-notes had 
to be set aside in 1818. An attempt was made in the 
early days to establish a note issue on the security of 
land values, with the object of stimulating agriculture. 
The authorities herein confused the duties of a bank of 
issue and a mortgage institute, and it is hardly surprising 
that the volume of notes was regulated on incorrect 
principles, with the result that it was not found possible 
to introduce convertibility until 1842. The later history 
of the bank until the outbreak of the European War was 
relatively uneventful, a fact which may be ascribed to 
the healthy tradition established by the Storthing of 
non-intervention in the conduct of the bank which has 
thus escaped the dangers of political influence. 

Does the success of the Reichsbank and the Bank of 
Norway in maintaining the value of the currency over a 
prolonged period lend support to the principle of the 
State-controlled bank ? It would seem fair to say that 
the success of these institutions is to be ascribed to the fact 
that the State, though vested with legal powers of control, 
wisely refrained from exercising them in practice. As in 
the case of Sweden, the statutory subordination of the 
Bank of Norway to Parliament protected it from encroach- 
ment by the executive Government. Though in pre-war 
Germany the situation of the Reichsbank was not equally 
secure on paper, the Government, in its wisdom, while 





ye 





| 
| 
| 


A 


orem 


eel 


Se 





CENTRAL BANKS 129 


keeping at all times in close contact with the bank, 
allowed it until the outbreak of the Great War to be 
conducted on lines independent of politics. When, how- 
ever, this safeguard was removed, it was impossible for 
the bank to make any effective resistance against the 
disastrous demands for credit imposed upon it by the 
Reich and thus ensued the total collapse of German 
currency in 1923. It seems reasonable to suppose that a 
genuinely independent central bank would not have 
allowed its credit to be wantonly dissipated by the State 
without active protest, and such a bank would have been 
in a position to play the part of financial counsellor to the 
State with an authority that is absent when the bank is 
itself a State institution. Even if liberal allowance is made 
for the political difficulties of the time, it would be difficult 
to base a convincing case for the State-controlled central 
bank on the history of the Reichsbank from 1875~—1923. 
It must be remembered that from 1875-1914 Germany 
was strengthening her commercial and iadeateial position 
after a series of successful wars, and that apart from the 
reactions of the American crisis of 1907 the financial 
structure was not subjected in the period to any severe 
shock. The test of a central banking system does not 
arise in fair weather. When the Reichsbank was exposed 
to the trials of the war and post-war period, events 
showed as in other cases the evil results both to bank 
and State of a system in which the credit of the bank 
was entirely subordinated to political ends. 

In some instances the creation of a central bank of 
issue owned by private shareholders has been prompted 
by a desire to escape from a regime of depreciation and 
forced currency due to an abuse by the State of its note- 
issuing rights. In the last century, however, the case for 
detaching the control of the currency from either the 
legislative or executive organs of government was not 
appreciated to the extent that it is today, after wider 
experience. In Great Britain the fact that the Bank of 
England exercises this function from a position of com- 
plete independence derives from the accidents of historical 
development. The absolute legal immunity of the 
Reichsbank from official interference under the law of 
1924 is to be ascribed to the special circumstances in 
which it was reconstituted under foreign auspices, and, 
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as has already been seen, is in complete contrast to the 
situation existing before the European War. But in the 
great majority of modern central banking charters the 
view that the State should be dissociated from the 
central currency authority to the maximum possible 
extent has been treated as axiomatic. The charter of the 
new Bank of Greece provided that the first appointments 
of Governor and Deputy-Governor should be made by the 
Government, but afterwards the entire board of the bank 
is to be elected by the shareholders and the connection 
between the Government and the management of the 
bank is to be limited to the approval of the shareholders’ 
election of the Governor and to the appointment of a 
Government Commissioner, whose duty is confined to the 
supervisory role of watching that there should be no 
infraction of the laws or statutes relative to the bank. 
He has no power of general intervention with the manage- 
ment on the ground of State interests.* This conception 
of the complete independence of a central bank is of 
recent growth. The institutions of the last century, 
based on private shareholdings, were, when complete 
control was not legally reserved by the State as in 
Germany and Norway, in general subject to a compromise, 
by which public and private influence were blended in the 
management. The result was that the dangers of 
involving the credit of the bank with that of the State 
were serious, and that the success of the bank in dis- 
charging its public functions depended less on legal safe- 
guards than on the tradition and practice of the State 
concerned in its relations with the central bank. The 
situation may be illustrated from developments in 
Austria in the course of the nineteenth century. 

The National Bank of Austria was established in 1816, 
with a charter for twenty-five years and the right of note 
issue, mainly for the purpose of undertaking the with- 
drawal from circulation of Austrian Government 
paper currency which, owing to excessive issues, made 
largely to finance war, was at a heavy discount. The 
management of the bank consisted of a Governor and 





* While th, new charter of the National Bank of Rumania in general 
follows the lirfes laid down for Greece by the League of Nations, the 
Government Commissioner has the righ’ of intervention if he considers any 
decision inimical to the interests of the State. 
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Deputy-Governor, both appointed by the Government, 
and twelve directors chosen by a committee of share- 
holders constituted of 100 shareholders having the largest 
number of shares. The influence of Government was 
also exercised through a Commissioner, who could protest 
against measures on the ground of their being opposed 
either to the statutes of the bank or the public welfare. 
In 1820 a new arrangement was concluded between the 
bank and the Government, under which the bank under- 
took to retire paper currency for the Government, the 
redemption being without obligation, at the ratio of 100 
florins coin for 250 florins paper, and the Government 
on its side agreed to place certain resources at the disposal 
of the bank ‘for the purpose. Unfortunately, a deteriora- 
tion of the state of the Exchequer soon afterwards led to 
a modification of the arrangement with the State, and the 
redemption of paper currency continued to a decreasing 
extent. 

As Government expenditure did not coincide with the 
time of incoming revenue, a system of discounting drafts 
for the Government at the bank was introduced, and out 
of this a permanent indebtedness to the bank soon 
developed as the revenues of the Government did not 
cover the expenditure, and the drafts could not be 
redeemed at maturity. Thus, though the discounts were 
originally for three months, they were continually renewed, 
and the fact that permanent loans were being contracted 
was obscured. The amount of the credit thus granted 
increased from 6 million florins in 1822 to 50 million florins 
in 1847. At this time the subordination of the bank to the 
State seems to have been very far-reaching, as statements 
regarding the true situation of the bank, including 
particulars of the indebtedness of the Government, were 
withheld from the committee of the bank’s-shareholders 
and were treated as the secrets of the directors and 
select few connected with the bank and the Government. 

In view of the relation that had been established 
between the Government and the bank, it does not 
occasion surprise that when the second charter of the 
bank was laid down in 1841 the Government decided to 
extend their control over the institution. While there 
was evidence pointing to something’ seriously amiss, 
apparently the Government turned a blind eye to their 
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own responsibilities for the unsatisfactory situation. 
The Government Commissioner’s powers of supervision 
were extended and the directors were no longer to be 
chosen by the committee of the shareholders, but were 
to be appointed by the Emperor out of a list of candidates 
submitted by the committee. 

While the bank had been able in its first thirty years 
of working to make substantial improvements in the 
internal monetary position of the country, including the 
establishment of specie payments, the connection with 
Government gave a wrong impression of the position 
of the bank, because a great part of its profits repre- 
sented payments by Government on its indebtedness. 
At the end of 1847, out of a total circulation of 218,900,000 
florins, the notes issued in connection with regular dis- 
counts and loans amounted to no more than 53,700,000 
florins, while the Government debt was 126,700,000 florins. 
The liquidity of the bank had thus been compromised by 
the relationship with the State, and it was not in a 
position to stand up against any exceptional strain that 
might arise. 

When in 1848 revolution and war broke out, the bank 
was compelled to suspend specie payments and was 
repeatedly required to finance the State with large loans. 
The Government itself issued new paper currency, which 
increased the difficulties of the bank. Various attempts 
to put the bank on a sounder basis were defeated by the 
recourse of the State to the bank for further loans to meet 
its military expenses. This condition of subordination to 
Government requirements was the dominating fact at 
this period of the bank’s history. The bank, incidentally, 
profited by its complaisance in extending at interest 
advances in paper which cost it nothing. Referring to 
this time, M. Leroy-Beaulieu observes, “‘ The transforma- 
tion for such a long period of time of a great establishment 
of credit into the official lender to the State, had the 
disastrous consequence that this establishment could with 
difficulty fulfil its natural mission of lending to commerce. 
One cannot serve two masters, and a bank which always 
has its hand in its coffers to make advances to the State 
is compelled to show itself more stringent towards manu- 
facturers and merchants.”’ The general applicability of 
these observations will not be overlooked. 
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In 1862 new statutes were brought into effect extend- 
ing the term of the bank’s charter to the end of 1876 
(subsequently changed to May 1878). The Governor 
continued to be appointed by the Emperor and two Vice- 
Governors were to be chosen from their own number by 
the directors who, fourteen in all, were to be chosen by 
the general assembly, subject to confirmation by the 
Emperor. The objective was to resume specie (silver) 
payments in 1867, and it was provided that the great 
bulk of the Government indebtedness should be redeemed 
by 1866. Good progress was being made in this direction, 
when the prospects were ruined by the issue of irredeem- 
able legal tender paper by the Government in 1866 for 
the purpose of the war against Prussia and Italy. This 
issue of Government paper infringed the privileges of 
the bank and seriously affected its business with the 
commercial public. 

Convertibility had not been restored when in 1878 the 
National Bank gave place to the Austro-Hungarian Bank 
with a charter of which the original term ran to the end 
of 1887. The management was to consist of a Governor 
appointed by the Emperor upon the joint nomination of 
the Austrian and Hungarian Finance Ministers, a Vice- 
Governor from each of the two Provinces appointed by 
the Emperor from a list submitted by the shareholders, 
and twelve councillors chosen by the shareholders whose 
nomination was subject to Imperial approval. It was 
provided that the redeemability of the bank-notes should 
not be brought into effect until the Government notes 
were deprived of legal tender quality. Owing to political 
difficulties the condition of inconvertibility was prolonged 
and it was not until 1892 that the introduction of the gold 
standard formally put an end to the long regime of paper 
from which the country had suffered. Measures were 
taken for the redemption of Government notes, the with- 
drawal of which was a strong point in the improvement 
of the bank’s position, 

In 1899 the bank charter was renewed for the second 
time. Government control over the bank was emphasized 
in various ways. Two officially designated Deputy Vice- 
Governors were added, representing the two Governments 
of Austria and Hungary. The Vice-Governors were in 
future to be appointed by the Emperor on the nomination 
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of the Finance Ministers. The two Government Com- 
missioners, who might take part in the deliberations of 
the Executive, had general powers of protest against 
proposed measures that they might deem adverse to the 
interests of the side of the monarchy they represented. 
So far as securing the influence of the State, it was a case 
of “ L’appétit vient en mangeant.’’ None the less, as a 
result, it may be inferred, of bitter experience, a much 
sounder conception of the responsibilities of the Govern- 
ment towards the bank now came into being. In the 
years preceding the European War mainly by exchange 
operations the Austro-Hungarian Bank kept the exchange 
within close range of parity, and was one of the pioneers 
in the successful operation of the gold exchange standard. 

It has seemed worth while to review the monetary 
vicissitudes of Austria at some length, because they bring 
out clearly the inherent perils of subjecting the currency 
authority to the impulses of the executive government. 
It may be argued that the misfortunes that befell Austria 
in the nineteenth century would have upset the monetary 
standard, even if the controlling agency had not been 
exposed to the dictates of the Finance Minister. But it 
is scarcely tenable that the experiences of the country 
were such as to justify in any sense the prolonged existence 
of inconvertibility for a large part of a century. The 
facility with which the Government was able to obtain 
aid from an all-too-compliant bank removed the induce- 
ment to pursue the course of prudent finance, and the 
bank instead of being a stimulus to the adoption of sound 
methods of administration was for a long time the abettor 
of suicidal measures, from which it was able itself to 
derive a paper profit. 

In various other cases in which the central banks have 
been founded on the same general plan and the State has 
enjoyed powers of influencing policy, the results have 
been similar. On the development of a crisis the fatal 
facility by which temporary aid can be obtained from the 
bank militates against the taking by the Government of 
measures, which even if they may be less popular at the 
beginning, are less painful in the long run. Soon the 
temporary aid slides almost imperceptibly into chronic 
indebtedness. 

In Spain the Governor of the bank was nominated by 
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the Executive, but under the law of 1874, which renewed 
the charter of the Bank of Spain for thirty years, a limit 
of pesetas 125 million was placed on advances that might 
be made to the State. Political exigencies, however, led 
the State to revise the charter in 1891, when in return 
for its privileges of note issue the bank was compelled to 
make an additional advance of pesetas 150 million, free 
of interest, in instalments over three years. Unsound 

national budgets with a long series of deficits produced 
their usual sequel, a large floating debt, over-issue of 
paper, and a great depreciation of the currency. The 
weakness of the financial position was naturally accen- 
tuated by the Spanish-American War of 1898, which 
came upon the country at a time when its credit was 
depressed. At a later stage strenuous efforts proved 
necessary to rehabilitate the position. 

In Portugal, where the bank’s board is composed of a 
Governor, appointed by the Executive, and representa- 
tives of the shareholders, the needs of the State have in the 
past been the overriding factor in policy, and all provisions 
for restricting the amount of advances to the Government 
and the issue of paper currency have been set‘aside. The 
history of the country shows the difficulty of eradicating 
an unsound tradition of public finance, when once it has 
become engrained, and indicates, if this is overcome, the 
advantage of freeing the currency authority, so far as 
possible, from exposure to the ups and downs of political 
forces. 

The cases just cited illustrate the extent to which 
the influence of the State may militate against the due 
discharge of its task by a central bank in regard to the 
maintenance of the currency standard. Although there 
is always a temptation for those to “ take who have the 
power,’’ it is not to be inferred that the efforts to protect 
the central bank by bringing in shareholder directors as a 
counterweight to State nominees always fail, through the 
excessive authority of the latter. In Japan the central 
bank has always been under the influence of the State to 
a peculiar degree. The Governor and Vice-Governor are 
appointed by the State, and the other directors are 
appointed by the Finance Minister from a panel chosen 
by the shareholders. Further, the Government is author- 
ized to supervise all the operations of the bank, and may 
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prohibit any measure it may consider disadvantageous 
to the State. Though the bank has performed great 
services to the country, and after its foundation in 1882 
delivered the country from the existing evil of over-issue 
of Government notes, the close connection with the State 
has in some ways cramped its development. The bank 
failed to establish the commanding position in the money 
market necessary if a central bank is to exert the requisite 
control before danger arises, and the extent of co-operation 
with the commercial banks, only some of which keep 
accounts with the central bank, left much to be desired. 
The Bank of Japan has been unable to check the occur- 
rence of serious financial crises in the country from time 
to time, though, with the support of the State, as in 1927, 
it has rendered valuable aid in alleviating the troubles. 
It is difficult to resist the conclusion that the connection 
between the bank and the State has tended to subordinate 
the bank’s general responsibilities for maintaining sound 
conditions in the money market to the duties arising from 
its relation to the Government. It is perhaps worth 
noting in this connection that Japan, which has not yet 
restored the gold standard, is among the last countries to 
reach this goal, and though the great earthquake in 1923 
checked financial rehabilitation, it must be remembered 
that in comparison with the European belligerents its war 
losses were relatively small. 

The case of Switzerland is of interest because the 
issue between a State bank or an independent bank was 
fully debated there in comparatively recent times. The 
deadlock was eventually resolved by the establishment in 
1905 of a national bank on the shareholder plan, but the 
Federal Council retained the power of appointing the 
majority of the bank’s council, and has a preponderating 
voice in the matter of the bank’s executive. As a counter to 
this aspect of the constitution, it is provided that the bank 
may not hold Government or Cantonal bonds as perma- 
nent investments, but only for the temporary employment 
of available funds: further, the bank is prohibited from 
taking up on its own account long-term loans issued by it 
for the Government orCantons. If these restrictions are 
punctiliously observed in letter and spirit, the bank may 
escape the risks of having its policy deflected by considera- 
tions of State. Though the bank was only established 
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shortly before the American crisis of 1907, it dealt 
satisfactorily with the reactions of that event on its local 
market, and it is worth noting that the bank rate, which 
in Berlin had to be raised to 7} per cent. in 1907, did not 
in Switzerland rise above 53 per cent. 

If the system of blending official and private elements 
in the management of the bank has adequately met the 
requirements of Switzerland, it does not follow that the 
case should be regarded as a sound precedent for genera] 
adoption. The Swiss money market is less exposed to 
world influences than many other European markets. 
Switzerland also is peculiarly free from the risks of 
international complications, and though the population 
is in certain respects heterogeneous, it is noted for its 
love of order, industry, and distaste for internal agitation. 
The prospects of maintaining the national finances on a 
sound basis in such a country are better than in many 
other lands, and if this can be assured, the bank may look 
forward to continuing the successful record of which its 
relatively brief history has laid the beginning. The fact 
that the officially appointed element in the governing 
bodies derives from the Federal Council and not from the 
Executive Government is a point in the bank’s constitution 
that should obviate the worst risks of political contacts. 

The experience of Sweden, Switzerland, and pre-war 
Germany has shown that given favourable political 
conditions a central bank, legally subject in one way or 
another to the influence of the State, may be able to 
discharge its vital duties as currency authority with a 
considerable degree of success. But few countries are so 
situated or organized that they can confidently anticipate 
the indefinite continuance of the stable political conditions 
that they may at any particular time enjoy. The success 
of non-independent banks, if the term is applied in the 
present context not only to banks owned by the State but 
also to privately-owned banks subject to ameasure of State 
control, rests on their being treated as independent entities 
conducted by non-political management on purely com- 
mercial lines. In other words, if a State bank is to 
succeed, experience suggests that it must be treated as 
though it were not a State bank. History shows the 
tendency in banks subject to State influence to accumulate 
excessive quantities of State debt among their assets. 

L 
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At a time of emergency, when the central bank is called 
upon to show its quality and the advantages of a sound 
central bank should be reaped, it will almost certainly be 
required to liquefy by liberal rediscounts the portfolios 
of the commercial banks. But at a time of emergency 
there are few assets less liquid than State debt, for which 
in such conditions there is no absorbing market. A 
central bank, overloaded with State indebtedness, must 
therefore fail in its task of fortifving the money market 
at the hour of need. That this risk is only too real has 
been shown by the fact that almost every central banking 
reorganization has had to take account at the outset of 
the liberation of the bank from an overweight of State 
indebtedness, due to budget deficits and the consequent 
drain on the credit of the bank. It is indeed obvious that 
to give the State a position of authority in the counsels 
of a central bank is to place it in an equivocal position. 
The State, owing to the scope and variety of its financial 
operations, will in most cases be the largest individual 
customer of the national money market. If the State 
couples the part of principal borrower with that of 
monetary controller, there must always be a risk that 
the market will be managed not on the lines of prudent 
business, but in the interest of Government finance. 
Further, that money should be abundant and cheap is 
the general desire of industrialists throughout the world. 
It is one of the principal aims of a central bank to facilitate 
the supply of capital for business on as economic a basis as 
its wider monetary responsibilities allow ; but the discharge 
of these responsibilities may at times impose a policy of 
restriction and self-denial that may be unwelcome to 
trade and also possibly to the commercial banks. The hope 
of creating a flow of cheap credit has been one of the 
arguments that has at different times in different countries 
stimulated the advocacy of a State-controlled central 
bank, and cases have not been wanting in countries 
enjoying such institutions, where a certain lack of vigour 
and delay in action has been partly attributable to 
natural reluctance on the part of a susceptible organ to 
rouse political animus. Here lies one of the strong 
arguments in favour of the independent bank, which can 
pursue its allotted task without fear or favour, inspired only 
by the study of the national welfare in the highest sense. 
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M. Thiers, whose work in connection with the payment 
of the indemnity after the Franco-Prussian War entitled 
him to speak with authority, is credited with the remark 
in relation to the Bank of France, ‘“‘ The Bank saved us 
because it was not a Bank of State.’’ Despite the 
influence that the State has always had in the bank, it 
had preserved, amid the disasters of 1870-71, an indepen- 
dent credit, on which was based the rehabilitation of the 
national fortunes. But the danger of submerging the 
credit of a non-independent bank was shown not only in 
the case of the post-war experiences of the Reichsbank, 
but also in the case of the Bank of France itself, when in 
1925-26 its policy was wholly subordinated to raison d’ Etat. 
The draining of the bank’s credit, caused by repeated 
demands of the State, was the governing factor in the 
financial crisis which threatened at the time to over- 
whelm the franc. It is hardly credible that a bank which 
was completely independent could have been driven, .as 
was the Bank of France at the time, to the length of 
obscuring the true facts by exhibiting statements of its 
position that concealed actual infraction of the law. 
The revelation of the truth formed the beginning of the 
rehabilitation of French finance, which has pivoted on 
the restoration to the Bank of France of its traditional 
functions as the currency authority. 

Conditions after the Great War were exceptional. 
But human nature, which includes political nature, has 
its weaknesses. Budgets will not always balance. New 
taxes are seldom popular. Experience has shown that a 
well-founded and firmly-conducted central bank is a 
source of strength to State and money market alike. 
The State banks which have the best record are those 
which have in practice enjoyed an independence that 
outweighed the disability of legal subordination. But 
such independence is at best an independence by grace 
and is liable to withdrawal at any moment by the 
authority legally superior. The position at any rate 
lacks the security that is provided when the bank from 
the outset is given a position of statutory independence 
from which it is able to defend its rights and enlist 
public attention in the event of any encroachment 
by official agency on the prerogatives granted by its 
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The Low Birth-rate and 


Unemployment 
By Prof. A. L. Bowley, Sc.D., F.B.A. 


HE fall in the number of births due to the war first 
became significant in the second quarter of I9I5, 
and the number of children entering industry at 

the age fourteen in the current months are the heralds of 
diminished ranks of recruits. It is important to estimate 
the coming changes in the supply of labour at the youngest 
ages, and to consider them in a more general setting. 

It must be emphasized at the start that losses by 
death and emigration cannot be exactly known, even in 
the total, and still less in narrow age-grades, and that the 
validity of the following analysis is conditional by the 
realization of the hypotheses defined. But there is no 
doubt about the main tendencies, and it is unlikely that 
the general picture presented will prove to be incorrect in 
any significant way. 

As is well known the birth-rate in Great Britain has 
fallen with a certain regularity during fifty years or 
more; in England and Wales the rates (per 1,000 of 
population) were 35°6 in 1878, 31°2 in 1888, 291 in 1808, 
26°7 in 1908, 24°I in 1913, 19°7 in 1923, and 17°I in 1928, 
while a similar decrease took place in Scotland. But with 
the increasing population the actual number of births 
did not diminish till after 1903, in which year there were 
1,082,000 births in Great Britain; in 1928 the number 
was 757,000. 

TABLE I 
NUMBER OF BIRTHS IN GREAT BRITAIN. YEARS 1904 TO 1928 
(000’s omitted) 
1904 1,078 1909 1,043 1914 1,003 I9I9 799 1924 837 
1905 I,061 IgtIo0 1,02I I9gI5 929 1920 1,095 | 1925 813 
1906 1,067 | I9II 1,003 I916 895 | I9g2I 971 | 1926 799 


1907 1,047 | 1912 995 1917 767 | 1922 895 | 1927 752 
1908 1,072 | 1913 1,002) I918 761 | 1923 870 1928 757 


Till the outbreak of war the fall in numbers was 
inconsiderable and was partly compensated by the 
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reduction of infant mortality. On the experience of 
1891 to 1900, out of 1,000 males born, only 727 reached 
the age fourteen; on the experience of Ig10 to 1912, 
806 survived to that age, and ten years later the expected 
survivals were 851. Put otherwise, we find that at the 
end of last century 1,375 male births were needed to 
result in 1,000 boys aged fourteen, while in 1921 only 
1,175 births would be required. Since 1921 there has 
been some further improvement, but not enough to make 
a significant change in the problem. 

The actual distribution by age of the population is 
only known at the dates of the census, and for other 
years it is only possible to make calculations based on 
certain hypotheses. The simplest plan is to start with 
the census of 1921, and apply the Tableof Survivors (No. 9, 
England and Wales), which is based on the death-rates 
of 1920-22, to estimate the population at future dates. 
This gives numbers very slightly too small owing to some 
decrease of the death-rate at early ages since 1921; but 
the effect of emigration, discussed below, much more 
than compensates this error, and the numbers in Table II 
are over-estimates. 

The column headed “ultimate” shows the numbers 
that would be reached if 770,000 births took place each 


TABLE II 
ESTIMATED POPULATION OF GREAT BRITAIN AT WORKING AGES 


(Not ALLOWING FOR EMIGRATION) 
(000’s omitted) 








~— IQII | 1921 | 1931 an ; 
Ages Census | Census Survivors Ultimate 
Males 

ie a et 391 413 342 334 
15to20 .. 1,888 1,967 | 1,964 1,659 
20to25 .. 1,705 | 1,651 2,028 1,631 
251030  «« | 1,640 1,512 1,897 1,599 
30 to35 .. | ~ 1,546 1,430 1,584 1,505 
35 togo... 1,419 1,423 1,441 1,523 
40 to45 .. 1,208 1,369 1,352 1,472 
45to65 ..| 3,131 3,949 4,508 5,014 
14to65 ..| 12,928 13,720 15,176 14,797 
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TABLE II—(continued). 


Igit Ig21I 1931 





























Ages Census Census Survivors | Ultimate 
Females 
ae ifs 391 4II 336 329 
15 to20... I,gII 2,014 1,947 1,630 
201025 = «. 1,891 1,92 2,013 1,605 
25 to30.—... 1,827 | 1,82 1,951 1,580 
30 to35 —««. | 1,686 1,703 1,855 | 1,549 
14 to35 .. 7,706 7,881 8,102 | 6,693 
35 to65 ... 6,256 7,406 8,633 | 8,228 
14to65 .. 13,962 15,347 16,735 | 14,921 


year for fifty-one years and the death-rates continued as 
in 1920-22. These numbers will not be reached, if the 
death-rates do not fall, unless the number of births per 
marriage increases, since the number of women reaching 
the age twenty-one each year is already falling. 

The 1911 column gives the age distribution of a 
population that, in spite of a falling birth-rate and 
emigration, had increased rather more than 1 per cent. 
per annum for sixty years; a distribution which is very 
different from that of an ultimate stationary population, 
with constant and equal birth- and death-rates. In Ig21 
the number of females shows a further increase of I per 
cent. per annum, but this increase is mainly in the age- 
groups over thirty-five. At the same date the ranks of 
males between the ages twenty and forty are depleted by 
the war, a gap which is transferred to higher ages in 1931. 

Now, in 1921, of women and girls between the ages 
fourteen and thirty-five, 50 per cent. were “occupied,” 
while between the ages thirty-five and sixty-five, only 
214 per cent. were. Consequently, if these proportions 
continued, the number of occupied females would be 
5,520,000 in Ig2I, rising to 5,900,000 in 1931, and falling 
“ultimately” to 5,100,000. Of males, on the other 
hand, over 94 per cent. were occupied in all the broad 
age-groups, except the lowest, up to sixty-five years. 
The effect of this contrast is discussed in the following 
paragraphs. 
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TABLE III 


ESTIMATED POPULATION OF GREAT BRITAIN, AGED 14 TO 30, MALES 
(Not ALLOWING FOR EMIGRATION, MID-YEARsS) 





(o00’s omitted) 




















Ages Ig2I | 1928 | 1929 | 1930 } 1931 | 1932 | 1933 | 1934 | 1935 
| | 

14 ~s | @83 406; 397 368 | 342 300} 308) 452 411 
15 ..| 409| 405) 405) 306) 367| 342] 200) 307| 451 
16 ..| 404] 401} 404] 404| 395] 366] 341] 299] 306 
17 so | 380) 402 400 | 403 403 394] 365] 340] 208 
18 .. | 392} 409 401r| 399| 4or} 402] 392) 364] 339 
19 a 373 416 408 400 398 400 | 400 391 | 363 
14 to 20 | 2,380 | 2,439 ; 2,415 | 2,370 | 2,306 | 2,204 | 2,105 2,153 | 2,168 
20 to 25 | 1,651 | 1,994 | 2,026 | 2,031 | 2,028 | 2,016 | 2,000 | 1,983 | 1,969 
25 to 30 | 1,512 | 1,742 , 1,800 | 1,846 | 1,897 | 1,930 | 1,955 | 1,986 | 1,992 

| | 

| | 


From this table it appears that, on the same hypo- 
theses as before, the number of boys between fourteen 
and fifteen years in June of this year would be 397,000, 
as compared with 406,000 last June; the drop begins in 
May of this year. In the next three years the fall is 
accentuated, as the survivors of boys born in 1916 to 
1918 reach the age fourteen, and the deficit will extend 
to the age seventeen in 1932. In 1934 there will be a 
considerable increase at the lowest age, apparent also 
for the two lowest ages in 1935, as the large numbers 
born in 1920 and Ig21 reach working-age. As this lump 
passes up the ages the number will tend to the “ultimate” 


TABLE IV 


ESTIMATED NUMBER OF MALES AT CERTAIN AGES 
(000’s omitted) 


Ages | 1928 1931 
14 to 20 i wi 2,439 2,306 
20 to 25 a in 1,994 2,028 
25 to 45 8 is 6,001 6,274 
45 to 65 - = "4,441 : 4,508 





14 to 65 ba Sa 14,875 15,176 
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TABLE V 


ESTIMATED NUMBER OF FEMALES AT CERTAIN AGES 
(000’s omitted) 











Ages 1921 1928 1931 
S4 we 4II 406 336 
oe a 408 403 360 
IO .. os 407 395 392 
I7 -- -* 399 399 403 
$5 id 404 405 400 
oe ai 396 412 392 
14to20 .. 2,425 2,420 2,283 
20 to25 .. I,92y 2,005 2,013 
25 to30 .. 1,824 1,912 1,951 
30 to 35... 1,703 1,823 1,855 
14 to 35 .- 7,881 8,160 8,102 











column in Table II. The actual number of lads between 
fourteen and twenty years has already passed its maxi- 
mum; but above twenty-five years there is still a 
considerable increase to take place. 


The numbers of girls, on the same hypotheses, would 


change in very nearly the same manner as those of boys 
below the ages affected by the war. It is interesting to 
notice that the effect of the diminution of infant mortality, 
which is always greater for male than for female infants, 
has been to change the excess of females to an excess of 
males between the ages sixteen and twenty-five (and 
ultimately as the war losses became no longer effective 
up to a much higher age), except so far as emigration 
depletes the numbers of men more than those of women 
and so may turn the scale. 

It is clear that there will soon be a want of both young 
boys and young girls to introduce into industry, or at 
least an absence of unemployment at the earliest ages 
if the Ministry of Labour succeeds in moving the beginners 
to places where they are wanted. This shortage will not, 
however, reach the critical age eighteen, at which young 
men desiring a higher wage are often dismissed, till 1933; 
but since it will at once become increasingly difficult to 
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replace young men by boys their bargaining power will 
be strengthened. 

For employers of males the problem will be a very 
slight rearrangement by age, as soon as any available 
unemployed boys are absorbed. For some years there 
will be an increasing aggregate to select from; the age- 
distribution of this aggregate will be modified. Per 
1,000 males willing to be occupied (assuming the same 
proportion of “‘occupied” to “‘without specified occupa- 
tion’’ in each group as in the census of 1921) it is computed 
that there were thirty-seven and 10g in the age-groups 
fourteen to sixteen and sixteen to twenty, respectively, 
in 1928, but only thirty-two and 105 in 1931; the shortage 
will be rather more acute in 1932 and 1933, but in 1934 
and 1935 there will be a temporary surplus, unless the 
school-leaving age is raised. 

In the case of women the position will be more imme- 
diately critical for employers, for the aggregate between 
the ages fourteen to thirty-five, years which include 
the bulk of women employed in many industries, is 
already at its maximum, and will soon slowly diminish. 
Now, unemployment among women, especially before 
the recent difficulties in the woollen industries, has been 
much less severe than among men. Thus, last July the 
percentage of insured females unemployed was 79, while 
of insured men it was 131. Consequently, it will very 
soon be the case that one women’s industry can only 
increase if another decays, unless more women can be 
drawn from domestic service or from non-occupation. 

The effect of emigration is to leave the tendencies as 
already described, but gradually to reduce the actual 
numbers in most age-classes. The numbers of emigrants 
and immigrants cannot be known exactly, and a great 
deal depends on the definitions adopted in distinguishing 
emigrants from other passengers. If we restrict our 
statistics to British subjects leaving Great Britain for 
non-European countries, and declaring their intention to 
remain abroad for at least a year, with a corresponding 
definition for immigrants, we have the numbers in 
Table VI. : 

In recent years the age-distribution of migrants has 
been stated, and working on broad hypotheses we may 
hazard rough estimates as in Table VII. 
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TABLE VI 
(000’s omitted) 





Year Emigrants | Immigrants | Net Outwards 


Males Females | Males Females | Males Females 


1921 (half-year). . 34 43 17 6 | 7 27 
1922 - -s 37 74 30 a 7 41 
1923 aa ae I4I 93 27 28 | 114 65 
1924 a ea 77 yo | 32 30 45 40 
1925 a oe 67 64 27 28 40 36 
1926 “ oe 82 72 24 26 | 58 45 
1927 ae ae 76 65 | 27 27 | «49 38 
1928 ie aia 72 55 | 3! 26 41 29 


TABLE VII 


ESTIMATED POPULATION OF GREAT BRITAIN OF WORKING-AGES, 
AFTER ALLOWING FOR EMIGRATION AND IMMIGRATION 


(o00’s omitted) 


Males | Females 

















Ages 
1g2I 1928 Ig3I 1g2I 1928 1931 
14 to 20 i 2,380 | 2,400 | 2,250 2,425 | 2,400 2,250 
20 to 25 os 1,051 1,900 1,950 1,929 2,000 1,950 
25 to 45 5,740 5,800 6,000 6,714 6,900 7,000 
45 to 65 “a 3,949 | 4,400 4,500] 4,279 4,900 5,200 
Total -+ | 13,720 | 14,500 14,700 | 15,347 16,200 16,400 
Occupied | 12,960 13,650 14,000 | 5,520 5,730 5,680 


The last line is obtained on the assumption that the 
proportion occupied in each age group remains the 
same as in 1921. 

The whole number of persons occupied, according to 
the census use of the term, which includes the unem- 
ployed as normally occupied, increased 0°7 per cent. per 
annum from 1921 to 1928, and will increase 0°5 per cent. 
per annum from 1928 to 1931 on this estimate. 

The Ministry of Labour (Gazette, November 1928) 
shows that the number of insured persons, aged 16 to 
65, increased 6°5 per cent. in the five years 1923 to 
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1928, that is about 1°2 per cent. per annum. It is, of 
course, possible that persons have entered from the 
uninsured industries, agriculture and domestic service, 
and it is probable that there has been a fall in salaries 
which has brought persons below £250 per annum, and 
so into insurance. This may possibly account for the 
great increase (490,000) in the number (now 1,614,000) 
in the heterogeneous group massed under the heading 
“distributive trades”’ ; if these trades are subtracted, the 
increase in the remainder is only 0°7 per cent. per annum 
as in the estimate above. 

The number of wage-earners alone (including those 
unemployed) may be estimated at 14,700,000 in Ig2I, 
15,400,000 in 1928, and 15,650,000 in 1931. In July 1928 
1,270,000 insured persons were unemployed, and also 
some uninsured persons; the excess above 4 per cent. 
unemployed is nearly equal to the increase in the number 
of wage-earners since 1921. Industry as a whole has 
failed to employ the increase of the working population. 
This broad statement does not depend on the hazardous 
estimates of the detailed results of emigration, but on the 
established proposition that the increase in the number 
of would-be wage-earners has increased since 1921 by 
from 100,000 to a maximum of 150,000 a year. Though 
unemployment has varied from time to time, it has 
hardly fallen belcw Io per cent. since the beginning of 
1920. The statements that more persons are employed 
now than in earlier years is only true in respect to the 
slight fluctuations that have taken place since 1922. 

It should be clear from the above analysis that the 
approaching diminution in the number of recruits to 
labour will only affect the problems relating to juvenile 
employment in the next few years. The whole labour 
force will continue to grow at about 100,000 per annum, 
unless emigration increases, owing to the increasing 
number at the higher ages. If this appears to be para- 
doxical, it must be realized that men and women now 
over twenty-five are the survivors of larger numbers of 
births than their predecessors ; the effect of the increasing 
number of births from 1870 to 1903 is still dominant. 
But this growth has already passed ifs maximum rate, 
and the problem of finding employment will become 
slowly and progressively easier. This consideration gives 
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considerable support to proposals for a bold course in 
dealing with the existing situation. At present there are 
not only very large numbers unemployed, but the labour 
force of adult males (over twenty-five years) is increasing 
at about o'7 per cent. per annum. If a considerable 
proportion of the unemployed can be absorbed into 
industry during the next two or three years, even by 
semi-artificial and temporary methods, it will then be 
found that there will be gradually increasing room for 
some of them in trades now prosperous, but for which 
the supply of labour in the lower age groups has 
diminished and in the middle ages is stationary. 


Mechanization of Bank Accounts 
Review of Progress and Results 


N the April 1928 issue of THE BANKER an article was 
| published entitled ‘‘ British Banks and Machine-Posting 
Systems,’’ which enumerated the claims made for the 
machine system of posting and balancing the ledger 
accounts and statements of bank customers. The article 
mentioned that several of the smaller banks had installed 
ledger-posting machines in some of their branches, that 
the “Big Five’ were experimenting with the idea, and 
that one of the largest banks, after a trial in one of its 
City branches, had made arrangements to change over 
from pen to machine-posted ledgers in other branches, 
both large and small. There may be interest in the follow- 
ing review of the progress that has been made, and of the 
results that have been obtained, during the year that has 
elapsed since the above-mentioned article was written. 
The question of machine ledger-posting is receiving 
attention in practically every bank in Great Britain and 
Ireland. The progress made varies according to the 
methods adopted by each bank in approaching the sub- 
ject. In some banks the managements have been quick 
to realize the immense possibilities behind ‘‘mechaniza- 
tion.’’ It enables them to give better service to customers ; 
it helps to meet the growing demands on the staffs by 
the large increase in the number of cheques issued (in ten 
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years this increase has amounted to 100,000,000 or more) ; 
and at the same time it releases trained men from the staff 
for the manning of new branches—of which the “Big 
Five’’ opened 218 during 1928. The saving in operating 
expenses in each of the “Big Five,” with their many 
branches, will, it has been estimated, eventually amount 
to between £200,000 and £500,000 per annum. 

Over 30,000 banks throughout the world have posted 
their ledgers and statements mechanically during the 
last twenty years, during which time experiments have 
been made with many theoretical systems. Of these 
experiments the dual system now in general use is the 
practical and logical solution which maintains in every 
way the high standards demanded by British bank- 
accounting practice. The dual system enables the ledgers 
and statements to be posted in two separate operations, 
each operation providing a complete check against the 
other. Apart from the absolute proof of accuracy, the 
system allows the bank to continue issuing the old style 
of pass-books in any isolated cases where customers object 
to the change, although the ledger accounts in such cases 
are still posted by machine. 

In the space at our disposal it is impossible to cover 
this mechanization as it affects each of the banks that 
have made the change. As far as the “Big Five” are 
concerned, two have made very definite progress. Of 
these, one has insta!led the machine system in many of its 
branches, and is now working on a steady programme of 
changing a specified number of branches each month. 
The other has, for several months past, had a special 
staff actively engaged in drafting an entire new system 
which takes into consideration every phase of the account- 
ing work of a branch, from the counter and clearing right 
through to the ledger-posting and balancing. This bank 
has purchased its equipment and is already installing the 
system in its branches with marked success. It has 
mapped out a definite programme for its installation 
staff, which will deal with several branches each week. 
By the end of 1929 installations will have been completed 
in a large number of branches. It is hoped, in the near 
future, to publish an account of the methods adopted 
by this bank and the results obtained. In addition to 
the two banks mentioned, other members of the “Big 
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Five” have the question under consideration and have 
installed machines in some of their branches. 

Apart from the “Big Five,” there are many other 
banks which have changed over to machine-posting. 
One of the Manchester banks has actually used it for 
some years past. A West End bank, with an exclusive 
private clientele, has completely changed over from the 
pen to the machine. An Irish bank is installing machines 
in allits branches. There is no doubt whatever that great 
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and widespread interest is being given to the subject in the 
banking world. 

For the purposes of this article it is proposed to deal 
with the progress made by the bank which has so far had 
the widest experience of the new system. That the 
opinion of this one bank is of real value can best be judged 
by giving the names of some of the towns in which the 
change over from pen to machine-posting has already 
been made. These towns include, among others, Man- 
chester, Liverpool, Leicester, Birmingham, Bradford, 
Leeds, Coventry, Sheffield, Swansea, Cardiff, Oldham, 
Rochdale, Middlesbrough, Newcastle, Nottingham, 
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Derby, Preston, and over twenty London branches of all 
types. The list is not complete, but it shows that all 
sections of the country and various kinds of branches 
have already been affected by the change. Nor is London 
the only city where several branches have had machines 
installed. The installation staff are changing over 
branches each week and will continue to do so. 

This particular bank is to be congratulated on the 
efficient manner in which the department responsible 
for the installation of the machines has been organized. 
Several hundred ledger-posting machines are now in use 
in its branches, as many as four branches having been 
changed over in one week. The two largest branches of 
this bank in the City of London were completely changed 
over on two successive Saturdays. As many as thirty- 
five branches were changed over from pen-and-ink posted 
ledgers and pass-books to machine-posted ledgers and 
statements in the remarkably short period of four and 
a-half months. It has been stated that no other bank in 
the world has accomplished a parallel feat. 

There are, no doubt, some bank officials who are still 
under the impression that the change over to machines 
in a branch is a very difficult task. To the trained staff 
of this bank, however, the experience gained in the past 
year makes their work a matter of routine. The branch is 
notified ahead of the date on which the change is to be 
made, and the bank’s own installation staff takes charge 
on the Saturday, after banking hours. All balances are 
transferred to the new ledgers on the machines and are 
also entered on the statements. Asa proof that the trans- 
fer has been correctly carried out, all balances in the new 
ledgers are totalled and this total agreed against the total 
of the balances in the old ledgers. From the Monday 
morning all entries are made by the bank’s own machine 
clerks, and the ledgers are completely balanced each night. 
The management of the branch concerned takes complete 
charge of the new system immediately, and it is not 
necessary for any head office representative to remain at 
the branch for more than one or two days. 

In the January issue of “Business” there appeared 
an article entitled ‘“The Midland Bank adopts Modern 
Machine Posting.’’ This article was written by Mr. H. L. 
Rouse, assistant chief accountant of the Midland Bank, 
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Ltd. The extracts that follow, in view of the bank’s 
very thorough experiences, speak for themselves. 

The Midland Bank is abandoning book-keeping by hand. It has 
installed over 200 ledger-posting machines this year, which are now 
posting over 4,000,000 entries per month. The decision of the Midland 
Bank to establish a mechanical system of book-keeping on a scale 
hitherto unknown to our banks is of almost revolutionary significance. 
What are the advantages, then, which have broken down a banker’s 
opposition ? 

They may be summarized in the statement that mechanization 
enables the bank that adopts it to handle a greatly increased volume 
of business with the same staff and at the same expense, and to open 
additional branches without materially augmenting its staff. Mechani- 
zation gives greater flexibility. Under the new system both staff and 
floor-space are saved. It eliminates delays in writing up pass-books. 
Mechanical book-keeping ensures that the customer can receive at any 
time details of all his banking transactions. It saves time and increases 
efficiency. By the use of machines we are able, in the Midland Bank, 
to balance completely ali ledger accounts daily—actually, and not 
theoretically. It saves money. By machines, not only is an increased 
output effected : it is effected economically. A yearly saving of many 
thousands of pounds is expected in a large establishment like the 
Midland Bank. It assures better staff training. The use of machines 
will undoubtedly enable clerks to acquire a more comprehensive 
knowledge of banking than was possible when they were kept for years 
on listing and adding clearings and posting ledgers. 


Mr. Rouse outlines the advantages of the new system 
over the old from an accounting point of view. He states 
that the bank has proof of the accuracy of the work at all 
stages—instant proof that all debit and credit items have 
been posted correctly—and proof that all postings are 
made to the correct accounts. The whole week’s work 
formerly consisted of thousands of entries which were 
balanced once a week. Now, when each little batch of 
cheques and credits is posted they are automatically 
agreed. 

The writer goes on to say :— 

This system has reversed the normal flow by which the items 
proceeded under the old system, and has necessitated considerable 
rearrangement of duties in the various offices. We can get the figures 
so readily that we can dispense with many details which, under the 
old system, required infinite time to enter. 


On the question of the attitude of customers towards 
statements which show cheque numbers and abbrevia- 
tions describing the class of item, Mr. Rouse states :— 


The reaction of the customer to machine statements has not been 
unfavourable; indeed, the statements without full particulars are 
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already being accepted by many thousands of customers in this 
country, where the system has been put in, and they have expressed 
their satisfaction with the service, particularly with the fact that the 
balance of their account is clearly shown. 

We naturally expect that a certain number of customers may wish 
to retain their pass-books. But our experience so far has been that 
this number does not exceed our original estimate. When the pass-book 
has to be written up for this very small percentage, we can still go on 
to deal with the remainder more economically. 


The attitude of the management towards the existing 
staff is clearly stated :— 

The employment of the machines has not meant the displacement 
of any of the existing staff. The staff which is released can be utilized 
under the bank’s policy of opening new branches and replacing the 
wastage normally found amongst a staff of 12,000. 


Pointing out that bankers are called upon to render 
greater services to the public each year, and that com- 
petition is now so keen that the banks are compelled to 
provide additional facilities wherever possible, Mr. Rouse 
concludes by saying :— 

This has meant increased expenses, and they look to counter- 
balance them by economies in the bank’s internal organization. Like 
every big firm, they must be constantly on the watch for new avenues 
of economy, if they mean to go on giving these additional services to 
the public; and one of the most important of all those avenues which 
they have discovered of recent years has been the introduction of 
ledger-posting machines. 


The opinions expressed in this article, following the 
extensive and varied experience of a British bank such 
as the Midland, should do much to convince bankers 
generally that machine-posting has proved its case and 
has come to stay. There is no doubt about the increased 
expenses of the banks on their routine work, due to the 
services they give to their customers and the large increase 
in the number of cheques for small amounts, even shillings, 
that the average client of the bank now issues. In no 
other country in the world does a bank do so much for 
its customers, and bankers have actually expressed the 
opinion that a large percentage of accounts do not pay. 
Thisthas been put at as high a figure as4o per cent. 

In considering this question of the cost of keeping an 
account, the main division of opinion between British 
bankers appears to be on the question of continuing to 
give customers a complete description of every item. 
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This is one of the few countries, if not the only one, where 
the banks have made a practice of writing the name of 
the payee in the pass-book. It is obvious that, if the banks 
install the machine system and continue to supply these 
details—particularly on commercial accounts of any kind 
—it will cost them more to handle each account than if 
they use machines which give the date and an abbre- 
viated description of the credit item, with the cheque 
number and the amount. It is only reasonable to assume 
that it is the customer’s responsibility to make an entry 
on the counterfoil of each cheque. It is not reasonable 
to expect a bank to do work which is equivalent to keeping 
a cash-book for each customer. Furthermore, the bank 
returns all cheques with the statement, furnishing the 
original voucher with all details. Thus the customer has 
complete information about his transactions and the 
extra work done by the bank in writing each name in the 
pass-book or on the statement has no real value. 

But machines exist which give a complete typewritten 
description. Thus, when considering this point, each 
bank has a choice of two entirely different types. It is 
not so much a question of the cost of the equipment as the 
fact that it obviously takes longer to make each entry 
where the full description is given. The cost to the bank 
is therefore automatically increased in such cases. The 
number of cheques issued in Great Britain in 1927 was 
approximately 392,700,000, and this number is increasing 
every year. The difference in the cost of writing and 
not writing the description of each cheque, both in the 
ledger and on the statement, would therefore be very 
considerable. 

Another important point which appears to be receiv- 
ing consideration is the fact that machines for writing full 
descriptions must have a complete typewriter keyboard. 
This apparently necessitates the employment of trained 
typists or alternatively extensive training of the staff 
so that they may be able to type quickly and accurately. 
It is understood that the experience of the banks 
that have used the machines which do not give full 
description is that the average employee of the bank can 
be trained to operate a machine successfully in a few 
hours, since the machines are practically the same as 
the adding machines that have been operated by bank 
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clerks for many years past. With the one system, there- 
fore, the bank is able to utilize its present average staff 
to advantage; whereas with the other it has to employ 
additional qualified typist-clerks or to select only those 
clerks who are suitable for the work and train them over 
a period of time. As the installation of machines, to be 
an economic success, depends upon the bank using its 
present staff without adding to it, the question appears 
to be of considerable importance. 

The experience of the Midland Bank in over fifty 
branches, the favourable reaction of customers to state- 
ments without full particulars, and the fact that many 
thousands of customers in different parts of the country 
are not only accepting these statements, but expressing 
satisfaction with the service, makes it probable that banks 
installing the machine system in the future will, as far as 
possible, use statements without full particulars. This 
would bring Great Britain into line with the general 
banking practice of all other countries where machine 
ledger-posting is in use. 

In addition to the experiences of the Midland Bank, as 
related by their assistant chief accountant, a considered 
opinion from outside the banking world has been given 
by Mr. Lawrence R. Dicksee, M.Com., F.C.A., Emeritus 
Professor of Accounting in the University of London, in 
an article published in the February 2 issue of “The 
Accountant,” where he discusses ‘‘The Mechanization of 
Bank Accounting”’ from an accountant’s point of view. 
After enumerating the advantages of the Midland Bank’s 
mechanized system, Mr. Dicksee concludes his article as 
follows : 

It seems very clear, therefore, that in making the bold step in the 
direction of mechanization of its accounts, the Midland Bank Limited 
is developing its organization upon thoroughly sound lines. The 
important economies it will thus effect will place it in a very advan- 
tageous position as compared with other banking concerns, and 
accordingly, in a very little while, the mechanization of bank account- 
ing is bound to become general. As it is, banks are at least ten years 
behind all the more important retail houses. The really wonderful 
thing is that they have withstood for so long the relentless tide of 
progress. 


The Press in London, and in all the provincial centres 
where machines have been installed in branch banks, has 
commented very favourably on the change. It is now 
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clear that the fears of some members of the banking 
world that the public would not like the new statements 
have been without foundation. In fact, the general 
impression gained from this investigation of the subject 
seems to indicate that the British public—when it gets the 
opportunity—welcomes the modern way of doing things. 

Banks that have not yet tried the machines thus have 
a variety of opinions to guide them. They have the 
actual facts from a bank which has installed the new 
machine system in over fifty of its branches, large and 
small, in all sections of the country, and which has been 
rendering the new statements to considerably over 
100,000 customers ; they have the opinions of other banks 
in England and Ireland using the same system; they 
have the opinion of an eminent member of the accounting 
profession ; and they have the appreciation of the Press 
of the country. These opinions will go a long way 
towards convincing those banks that have not yet tested 
out the new system, that their customers in general will 
favour the new way. 

There will no doubt occasionally appear evidence of 
individual customers not welcoming the machine-made 
statement, but experience proves that these will be few 
in number—only I per cent. on the average, and at the 
most 10 per cent. of the customers of any branch. It is 
only natural to expect that ten to fifty in a thousand 
may still wish to retain the pass-book, but the bank will 
still be able to handle the other nine hundred and fifty in 
a more economical manner by supplying them with 
machine-made statements. Banks will also receive the 
appreciation of their customers when the latter remember 
the delays and the illegibility of the old pass-book. 

An important point which must not be overlooked is 
the mechanical side of these installations. Once the 
change over to machines has been completed the bank 
is, of course, absolutely dependent on the machines 
doing satisfactory work every day in the year. Today’s 
work cannot be left until tomorrow. No bank will 
want to invest more capital in keeping extra machines 
for use in case of any one machine giving temporary 
trouble. Every bank is, therefore, vitally interested in 
the question of mechanical service. The fact that 
machines are in use throughout the country and have 
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given entire satisfaction speaks well for the quality of 
manufacture and the service rendered. 

To sum up this review of the situation it would appear 
that, in the very near future, practically every branch 
bank of any size will be equipped with ledger-posting 
and statement machines, and the old ledgers and pass- 
books will gradually disappear. Except in a very small 
percentage of private accounts the ledgers and statements 
used will in most cases be of the type that do not carry 
full details. As already mentioned, this will enable the 
banks to use their present average staffs. It will make the 
staffs much more flexible because any clerk will be able 
to use the machines when the regular operators are 
away through illness, holidays, or other causes. 

The banks that have already made progress on this 
question of machine ledger-posting have created special 
departments to deal solely with this work. Responsible 
officials have been placed in charge of such departments, 
and have devoted their whole time to the study of this 
important subject. Naturally the large number of 
installations that have already been made in the branches 
of these banks have given these executives considerable 
practical experience. In the course of their investigations 
they have had to take into consideration the type of 
machine which can most easily be operated by the 
average bank clerk. The ledger has, of course, to be 
posted and balanced against the clock each day. With 
this type of machine the operators have merely to enter 
date and abbreviation (using one key for each instead of 
writing full description), cheque number and amount, 
following with the automatically printed balance. The 
speed of this operation is such that the bank is able to 
balance all departments completely each day. 

In the vast majority of cases the statement carries the 
same abbreviated information as appears on the ledger. 
This is an advantage to the bank, while the public 
in general has expressed approval of this form of state- 
ment. In cases where certain private customers still 
desire full description on the statements, such description 
can be given by means of the other type of machine 
mentioned elsewhere in this article. Naturally the 
number of such accounts will be but a small percentage 
, of the total number of ledger accounts in the branch. 
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It would also appear that, as many of the new cus- 
tomers attracted to the bank will open small current 
accounts and will issue cheques to pay their small 
accounts, the number of items to be handled will also 
materially increase. Thus the attention of bank manage- 
ments will, in the future, be focussed on the cost of 
handling numerous small items. 

The use of ledger-posting machines which auto- 
matically prove that all the debits and credits have been 
correctly posted—immediately they are posted—each 
day, and the fact that the accounts of each branch are 
completely balanced each twenty-four hours, will auto- 
matically eliminate the necessity for much of the detailed 
information now kept in the bank. In most cases this 
information was necessary in the past, under the pen- 
and-ink system of keeping ledgers, for the reason that the 
branch could only be actually balanced weekly or fort- 
nightly. If the ledgers did not balance it was necessary 
to trace back items which had been posted several days 
previously. 

The indirect advantages and economies effected by 
the daily balancing of the bank’s books suggest that the 
time has arrived for the complete revision of the routine 
accounting of a branch bank. The present system was 
in many ways designed for the conditions existing many 
years ago. Economies can undoubtedly be effected if the 
system is reorganized to meet the greatly changed 
conditions of today. 


John Law of Lauriston 
By R. H. Mottram 


UST two hundred years ago there died in Venice—for 
J already that classic refuge “the Continent” was the 

last resort of his kind—John Law of Lauriston. Few 
figures, even of that chequered period, are more typical 
of their time or a greater puzzle to posterity. So far as 
one can see, he was rake, mathematician, Secretary of 
State, gambler, paterfamilias, and pamphleteer, some- 
times one after another, sometimes all at once. Portent 
he certainly was, one of those men whose lives show how 
finally the United Kingdom had parted from the old 
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sanctions, the historic seats of authority, and how immi- 
nent in France was a change as great and even more cata- 
strophic in its exterior appearances. Todo what Law did, 
a century or so earlier, would have necessitated something 
akin to usurpation. The thing he actually did do, pro- 
duced the first great popular movement in France that 
had nothing to do with religion or dynasty. There hangs 
about his history something of the glamour of the magic 
in which the men of his time had only just ceased to 
believe, and warring with this is the strange likeness that 
his attempt at a gigantic conversion scheme bears to 
certain operations that have only been possible, since the 
war, between great international financial trusts and over- 
burdened Governments, whose lopsided budgetssostrongly 
resemble that of the France that he knew. It was fashion- 
able in the last year of his career, that last decade of his life 
and for some half a century after his death, to speak and 
subsequently to write of him in terms we have heard applied 
only to the ex-Kaiser or the late Lenin, and which we 
may yet hear applied to figures whose splendour at this 
moment does not shine so brightly as did that of the 
Comptroller of the Finances of France for nearly five years. 

From Law’s parentage or circumstances we can get 
little help in forming an estimate of him which the lapse 
of two centuries fortunately permits to be impartial. He 
belonged to the small landed gentry of Scotland, then 
emerging, as a result of the Union, from poverty and 
remoteness into her first shaping as a considerable partner 
in a great Empire. His father was an Edinburgh gold- 
smith. But not every goldsmith’s son has, therefore, an 
unusual grasp of so recondite a thing as credit. The land- 
owning was on the other side of the family and was no 
more than might account for, say, the standing of such as 
a Boswell. Possibly Law’s was one of those personalities 
specially adapted for late development. In any case, the 
facts that are known about him are that he journeyed to 
London, attached himself to the Court set, lived a racket- 
ing life, killed a man in a duel for conventional, if good, 
reasons, fled and wandered about the Continent. Thus, 
it was suggested, he got glimpses of a diversity of curren- 
cies and systems; and it must never be forgotten that 
there is in every strongly-characterized period a general 
undercurrent of influences that may be stronger than any 
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resulting from heredity or environment. Was Law not 
simply the child of his day and opportunity ? It would 
seem so. Hard-headed, never empty-headed, he shows 
against his contemporary and compatriot, Paterson, as 
so much more brilliant, so much less permanent. 

The main event of Law’s youth, apart from the per- 
sonal incident of the duel, was that within a year or so 
of each other and within the last decade of the 
seventeenth century, Great Britain and France both left 
off paying their debts. Euphemistically alluded to as the 
creation of national debts, the fact was that harassed 
ministers gave up trying to find cash for disbursement 
in any more than the minimum necessary quantities. 
The detail of the scene can be glimpsed in Pepys, in the 
angry crowd of sailors demanding pay. Thus did the 
faith of the Middle Ages go out in a nasty stink of unpaid 
wages. Much the same was happening in France, and in 
1716, after immense difficulty, Law succeeded in getting 
a hearing from the Regent. ‘He had not been idle during 
his wanderings, and whether he had inherited some taste 
for such matters from his father, learned it at the gaming- 
table, or absorbed it from the same source as Paterson, 
he came forward with propositions for dealing with the 
immense funded and unfunded debt that France had 
incurred as the result of Louis XIV’s adventures in arms, 
love, and bricks and mortar. 

To put it at its shortest, Law suggested mobilizing 
the available assets of the Crown. There lay the mal- 
administered, neglected, starved, and tax-farmed colony 
of Louisiana, many times the size of the State that has 
inherited its name. The possibilities of development were, 
in fact, immense; the effect of any such prospect on the 
mind of any such Scot as Law was, mounted much 
farther. He was one of the first men in the world to 
grasp that credit is imaginary. The balance sheet of any 
great financial institution is always contingent on its 
not being put to the test. So Law founded his bank, and 
people believed him. He did, in fact, convert the depre- 
ciated paper currency and State securities into the issues 
and the shares of his own company. The price rising, he 
was able to float further capital ata premium. There fol- 
lowed the placing in his hands of monopoly after monopoly 
—West Indian Colonies, East Indian Colonies, until at last 
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the entire kingdom of France bade fair to become one 
great joint-stock concern. It did actually pay a dividend. 
Like other people, before and since, Law committed 
one fatal error. He was two hundred years before his 
time. Those for and amongst whom he worked could 
not keep their fingers from so promising a means of 
peculation. The crux lay in the fact that Law’s notes 
were expressed payable in silver of a certain weight and 
fineness. He may have been ina position to pay them, but 
actually they were protected, like our own issues, by the 
fact that the encashment of the whole issue threw into 
the hands of holders more silver than they required or 
could use. The Regent, hounded on by the old tax- 
farming gang that Law had supplanted and offended, 
altered the tenor of the notes. In a few hours, credit was 
destroyed, and could never be restored. The actual 
handling of the first financial boom France had experi- 
enced encountered physical difficulties in a Paris totally 
unprepared in its street accommodation as much as in 
its mentality. The troops fired on the crowd, Law was the 
scapegoat, and had to fly. He never re-entered France. 
Though he rendered account of everything, and proved 
that he had made nothing out of his schemes, while the 
holders of the shares did get a composition comparable 
with that made in our own South Sea Bubble, he was 
finally driven from England also, and when the Regent of 
France died, into great poverty. His ghost must be 
smiling at the financial history of the last ten years. 


The Committee of Experts 
By Joseph Caillaux 


(Sénateur, ancien Président du Conseil) 


T is impossible to say, at the time of writing, whether 
| the Committee of Experts will be able to fulfil its task 
successfully, or whether it will have to give it up. It 
appears probable, however, that even in the most favour- 
able case, the lengthy work which had engaged the leading 
financial experts of the world for so long will result only 
in an incomplete and provisional solution of the problem 
of international debts. This is not the committee’s fault. 
It did not possess the power to do more. The attitude 
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of the United States, in refusing to discuss its claims 
when all others are made subject to readjustment, had 
blocked the chances of the experts in advance. So long 
as the United States is unwilling to open the door whose 
key it alone holds, the financial liquidation of the war 
must remain impossible. 

The lively discussions which are said to have taken 
place between the late Allies upon the repeated request 
of Mr. Owen Young that the creditors of Germany should 
reduce their claims, should not be allowed to obscure the 
exact position of the problem. 

At the beginning of 1929, the situation of international 
debts was the following :— 

The authors of the Treaty of Versailles, as is well 
known, neglected the most important part of their task 
—the financial regulation of peace. Through the inter- 
mediary of the Reparations Commission, succeeding 
Governments continued until 1921 in useless discussions 
over astronomic figures. Reality only entered into the 
controversy when the famous payment schedule of May 5, 
1921, was established, dividing the German debts into 
three series of bonds, the third of which, the ‘“‘C’”’ bonds, 
had no more than a theoretical value. On April 9, 1924, 
the Dawes scheme without altering its principle reduced 
still further the real value of the German debt. 

Meanwhile, while this inevitable evolution was pro- 
ceeding, the regulation of inter-Allied debts made slow 
progress. I have previously pointed out in these pages 
how regrettable it was that M. Poincaré failed to take the 
opportunities offered by Mr. Bonar Law and Lord Curzon 
in 1922 and 1923, of making a close connection between 
the debts of France and her claims on Germany, and of 
beginning the process of setting these claims off against 
each other. The mistake thus made by a French Minister 
was, however, in itself insufficient to dissolve the close 
solidarity which the Balfour Note had established, since 
April I, 1922, between the payments of Germany and 
those to be made to the United States. It is clear that 
in discussions with the United States upon debt settle- 
ment, European statesmen and diplomats have always 
had in mind a reasonable valuation of the yield which 
might be expected from the German debts. When Sir 
Auckland Geddes signed the British-American agreement, 
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the British Government had it in mind—as is shown by 
the Balfour Note of a few months before—that the 
German payments should approximately compensate 
the British debt payments to the United States, and 
leave for France a balance greater than the 40,000,000,000 
paper francs claimed recently by M. Moreau. 

In the settlement of France’s debt which I proposed 
to the United States in 1925, my figures were regulated 
by the prudence, which is essential in such cases, in the 
amount allowed for resources secured to France by the 
Dawes scheme. The Berenger-Mellon agreement, which 
was the consequence of my negotiations, also implies, in 
the eyes of France at least, the working of the Dawes plan. 

Today, we are faced with a request by Germany for a 
revision of her debt. I have often stated my view of the 
international debts and their prospects, so that my 
readers will understand that this request did not surprise 
me. I am rather surprised, however, at the method 
employed in the reply drawn up by her creditors. The 
experts regarded the German debt as being capable of 
division into two unequal portions. By far the larger 
portion is held to be irreducible and represents the equiva- 
lent of European debt payments to the United States. The 
other, which is comparatively small, represents reparations. 
It is this portion which the European experts, at Mr. Owen 
Young’s request, have been endeavouring to compress 
within narrower and narrower limits. 

The balance of reparations, which is claimed by the 
Governor of the Bank of France, is as already said, less 
than the amount allotted to France by Lord Curzon, 
and represents only a quarter of the amount spent on 
reconstruction of the devastated areas. Certain other 
countries, on the other hand, have laid rather debatable 
claim to additional payments on account of reparations. 
But these have been discussed and reduced. It would be 
fair, therefore, to treat in a similar way the hundred 
millions of gold marks claimed by the United States, and 
augmented in proportion to the prolongation of American 
occupation in the Rhineland. It is hardly equitable to 
maintain this huge amount in its entirety when French 
reparations claims have been reduced by three-quarters. 

Whatever reductions may be secured by the experts, 
it seems at the time of writing that they cannot reach a 
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figure sufficiently low to compensate Germany for the 
inconveniences of commercializing her debt; and the 
committee is in danger of having only wasted its time. 
Is it not perhaps that it has tackled the problem from 
its wrong end? It was reasonable that reparations 
payments should be submitted to a final revision and that 
an abatement of certain claims should be requested. 

A final examination should eliminate all claims which 
do not represent reparations proper, and this revised 
amount be considered irreducible since it represents the 
cost of the reconstruction necessary for the economic 
life of Europe and the world. 

That which should be subject to revision and reduction 
is the other part of the debt, representing what is owed 
by Europe to the United States, and is payable by 
Germany. First, for an immediate and practical reason : 
namely, that since it is the greater part of the amount 
claimed from Germany, it cannot be reduced substantially 
without a corresponding reduction of the American claim. 
And, second, it is neither logical nor equitable that only 
the Allied claims on Germany should be subject to a 
gradual adjustment to realities, while debts to the 
United States remain unchanged at figures fixed by the 
American Debt Commission in the past and in entirely 
different circumstances. Itis possible that the Americans 
are still unbending on that point. But they cannot remain 
so for ever. A day is bound to come when, like Great 
Britain and France, the United States will recognize the 
necessity of an almost complete cancellation of its claims. 
It is essential, however, that on that day the situation 
should not be further complicated and rendered almost 
impossible of solution, by the Committee of Experts of 
1929 having declared the debt of Europe to the United 
States to be irreducible, and having commercialized it at 
the present level. In the narrow limit within which they 
have to work, the financial experts assembled in Paris 
are unable to supply a definite solution to the problem 
of debts and reparations. The utmost hope that may be 
attached to their work is that they will be able to state 
the problem in its real terms, and that they will prepare 
thereby a way for the great conference which, sooner 
or later, will liquidate not only the German debt, but 
international indebtedness as a whole. 
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Bank Amalgamations in the 
United States 
By H. Parker Willis 


HILE it has been true for a long time that the 
tendency of banking in the United States has 


been towards the establishment of larger and 
larger units, the movement towards banking combina- 
tions or consolidations has never been so strong as at the 
present time. During the month of March, it appears to 
have come practically to a focus with several large amal- 
gamations actually consummated and with several more 
in a fair way to be accomplished at an early date. The 
result has been practically to remodel the general struc- 
ture of bank organization and control in New York City, 
and to change essential particulars of the financial map. 
This is the news of the day. The average man is chiefly 
interested in the actual exchange of shares, in possible 
openings for profit on such shares, and in development of 
earning power growing out of shifts and changes in the 
control of the different enterprises. 

In order thoroughly to understand what has been 
taking place in New York banking, it is, however, neces- 
sary to bear in mind the general background provided 
by the changes that have occurred in the banking system 
of the country as a whole within the past two or three 
years as the result of combination and consolidations, 
both in the national and State systems. The situation 
has been briefly reviewed by the Comptroller of the 
Currency in his last annual report as follows :— 


In November 1914 there were in existence 7,578 national banks 
with capital of $1,072,492,175. Since that date the net increase in 
the number of banks was 129 and an increase in capital of $547,096,940. 
The capital of the banks in existence on October 31, 1928, was 
$1,619,589,115. In this fourteen-year period 2,597 banks were char- 
tered with capital of $316,435,300. During this period, however, 

2,468 associations were closed voluntarily or otherwise. 

In the year in question (1928) fifty-two national banking a associa- 
tions were consolidated into twenty-five under authority of the act of 
November 7, 1918, the capital of the consolidated banks being 
$119,467,500. In some instances there were reductions in capital 
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and in others increases, but the net result by reason of consolidations 
was an increase in capital stock of $15,192,500. 

There have been twenty-five consolidations under the Act of 
February 25, 1927, authorizing the consolidation of State banks with 
national banks—the aggregate capital of the consolidating State banks 
being $21,390,000. These banks also brought sixty-two branches into 
the national system and assets aggregating approximately $352,390,752. 


Bearing these figures in mind as applying to the 
country as a whole, it is also worth while to notice that 
in most of the other larger cities of the United States, 
such as Chicago, Pittsburg, Cleveland, Detroit, and various 
centres of similar size and importance, the amalgamation 
movement has made even greater progress than it has in 
New York. In practically all of the centres that have just 
been enumerated, as well as in a variety of others, the 
total number of banking institutions has been sharply 
reduced, being cut in many instances to three or four 
groups of interests which practically control the banking 
situation in the cities in which they are located. Not 
only is this true, but it is also a fact that, in the minor 
places, a considerable tendency towards a high degree of 
concentration and consolidation has shown itself. New 
York, then, may be taken as merely a representative of a 
general tendency rather than as a forerunner or pace- 
maker in a new movement. Indeed, the strangest thing 
about the entire situation is the fact that New York 


‘City has been so decidedly retarded in its progress to- 


ward a condition of concentration much higher than any 
that has prevailed heretofore. 

What has been taking place in New York may be 
better realized by sketching briefly the principal con- 
solidations that have taken place during the recent past. 
The following list enumerates the more important 
amalgamations of the kind between January I, 1928, and 
April I, 1929 :-— 

MERGED INSTITUTION 

Bank of Manhattan .. <n .. Bayside National 

First National of Whitestone 

Flushing National 

Queens Bellaire Bank 

First National of Brooklyn 

Bronx Borough Bank 

International Acceptance Bank 
Bank of America... os .. Bowery and East River 

Commercial Exchange 
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MERGED INSTITUTION 


Bank of US. ws ni .. Central Mercantile Bank 
Cosmopolitan Bank 
Manufacturers Trust “a .. United Capitol Bank 
Interstate 
State 
Municipal .. ee os .. Nostrand 
Seventh 
Seaboard ai i “is .. New Netherlands Bank 
Chase .. - ma ee .. Garfield 
Brooklyn Trust ‘i - .. Mechanics 
Guaranty Trust wa a .. National Bank of Commerce 
National City os os .. Farmers’ Loan and Trust 
Chemical National .. ‘is .. U.S. Mortgage and Trust 
Central Union Trust aa .. Hanover National 


Several features of these consolidations are worthy of 
particular attention. The first is the tendency towards the 
establishment of aggregates of capital and deposits which, 
for the United States, are very large. It is quite true that 
they do not compare very strikingly with those of the 
great British banks, but it should be remembered that the 
latter are the parent offices of large groups of branch 
banking offices; whereas, of the banks which have been 
combined in New York City, none has more than some 
fifteen or twenty offices outside of the parent establish- 
ment. In some cases a controlling influence over other 
banks is exerted through subsidiary corporations holding 
the stocks of such banks. But even including banks con- 
trolled in this way, the amalgamated institutions have 
only a very moderate number of establishments or 
offices, outside of the chief establishments, which are 
either operated as branches or actually owned or domi- 
nated by means of stock control held in the hands of 
subsidiaries. The United States is thus developing a 
number of institutions unusually large of their kind, and 
the movement is the more noteworthy because of the 
various obstacles which have been placed in the way of it 
both by legislative and administrative regulations of 
various sorts. 

The character of the institutions entering into the 
amalgamations is also of fundamental significance, be- 
cause it practically dictates the nature of the resultant 
institutions to be established out of the participating 
banks. Often one of the two institutions which have 


_— 


Se ene 


or pe ~ 


ee eee 


oe a ene 





BANK AMALGAMATIONS 169 





combined has had a substantial commercial banking 
clientele, but a relatively small fiduciary business, while 
the other has had a large fiduciary and trust company 
clientele, but a very small commercial banking business. 
The outcome has been, in such instances, to establish 
an institution of the rounded variety, or “department 
store’’ type, now so popular in the United States, which 
can transact on a large scale all classes of business 
commercial, fiduciary, investment, securities-issuing, and 
other. It is the application of the idea of “mass produc- 
tion” in banking, with the underlying thought that over- 
head costs and general expenses can be materially reduced 
and profits at the same time increased, both by the en- 
largement of the unit size of transactions, and by the 
increase of the facilities available for originating and 
dealing in the largest size of issues without the necessity 
of sharing with, or participating in, the operations of 
other banks. 

Yet another interesting feature of the combinations 
that have been going on has been the decision in most 
cases to subdivide the shares of stock representing the 
capital of the enterprise. The original stock unit of 
American banks was $100, but the requirements of the 
Comptroller of the Currency and of the various State 
banking departments have of late years practically com- 
pelled most institutions to start with a paid-in surplus 
of anywhere from 25 per cent. upward, and it has been a 
very usual practice for them to embark upon business 
with a paid-in surplus of 100 per cent., in which case the 
unit of capital was $200 per share. Inasmuch as the 
institution, of course, expected to, and if successful, did, 
earn on both its capital and surplus, the tendency has 
been for the banks, as they grew older, to have a con- 
stantly increasing and often disproportionately large 
surplus, so that valuations of bank shares of $500, $800, 
or $1,000 have not been unusual, while extraordinarily 
high valuations, sometimes above $5,000, and often well 
up in the thousands of dollars, have not been unknown. 
The McFadden Act of 1927 authorized the declaration of 
stock dividends by national banks, and since then there 
has been a widespread tendency both on the part of 
national and State institutions to “split” their capital 
stock, the favourite unit being now $25. During the 
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past month, however, the Irving Trust Co., then fifth in 
size among New York banks, announced a splitting up 
of its shares at the rate of ten for one, with a nominal or 
par value of $10 per share. The assigned reason in all 
such cases has been that it was desired to obtain a wide 
popular distribution of the shares in order to gain the 
support of as large a body of stockholders as possible. 
As the Irving Trust Co. already had 11,000 shareholders, 
a further large increase in the holding of its shares would 
evidently give it a very widespread hold upon the public. 
It may be questioned whether the reason assigned in such 
cases has been altogether sincere and complete, as experi- 
ence has shown that in such ‘ ‘split-ups ”’ the new shares 
tended to maintain their value better, and to fluctuate 
much less, than did the old stocks of enormously high 
value. There has generally been a handsome profit to the 
old shareholders as a result of the splitting up of the stock 
into a considerable number of smaller units. 

One further feature of the changes that have taken 
place needs to be noted. This is the renewed tendency 
of banks to drift out of the national system and into the 
State organization. The change is partly due to a belief 
that, under State law, particularly in New York, more 
liberal treatment and larger advantages are held out to 
the owners of trust company shares, while it is probable 
that an additicnal factor is found in the desire to be 
relieved of compulsory membership in the Federal Reserve 
System. As is well known, State institutions are not 
obliged to become members of the Reserve System, 
although under the regulations of the latter they are 
allowed to do so, and may enjoy all of the privileges of 
membership by submitting to the same general obligations 
that hold good for national banks, while, on the other 
hand, they are, of course, able to withdraw any time 
that they see fit by giving ‘the notice required under the 
regulations, at the present time six months. Their share 
of the capital and surplus of the reserve bank in which 
they are stockholders is then repaid to them. Whether 
this operates as a very serious motive or not in the choice 
of the system of law under which a consolidation shall 
take out its charter, the fact remains that for one reason 
or another there is a tendency on the part of banks to 
leave the national system—a fact which obviously tends 
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to weaken the grasp of the Reserve System upon its 
members and to give it a relatively declining influence over 
the reserve and loan policies of its constituent banking 
institutions. This tendency becomes plain when the 
entire national situation is analysed. 

Underlying these important general features of the 
bank amalgamation movement in the United States 
there are several general economic aspects which make 
the movement of singular interest. One reason for the 
relatively small unit size which the American bank has 
been able for many years to maintain, is found in the 
practice of American banks in dividing their bank 
deposits and bank borrowing arrangements among a con- 
siderable number of institutions from which they obtain 
‘lines of credit’’--the equivalent of the British “over- 
draft.’’ So long as American business institutions were 
not highly integrated, this system answered the purpose 
well enough, although it contained some very obvious 
defects, especially when considered from the standpoint 
of credit control. Of late vears, the tendency of different 
trades to concentrate themselves in a smaller and smaller 
number of units has been very strong; the result has 
been a necessity for enlisting the services of a greater and 
greater number of banks in order to obtain the same 
relative amount of accommodation from each. On the 
other hand, there has been a growing tendency on the 
part of each of the greater enterprises to establish in 
New York City a financial office whose duty it was to 
carry on bank relationships and arrange for borrowing 
for the entire series of plants, mills, or units contained 
in an industrial combination. Thus, many large com- 
panies, which formerly consisted of a considerable ‘number 
of local establishments managing their own affairs and 
doing their borrowing at home, have now transferred 
their financial business to a head financial office, which 
accordingly finds it desirable to have access to a much 
more highly centralized source of accommodation, par- 
ticularly in view of the Federal law (copied in most States), 
which limits the amount of advances made by any single 
bank to any one borrower to a specified percentage 
(usually 10) of the capital and surplus of such institution. 

While the bank amalgamation movement is thus one 


reflection of the growing centralization of business, it is 
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also the reflection of the increasing size of financial trans- 
actions. As is well known, New York banks have allowed 
themselves to get into the position of financing the stock 
market on a large scale, and a Jarge part of their trans- 
actions today consists of loans made for the purpose of 
supporting the new issues of securities which are brought 
out by investment bankers. The latter are placing their 
securities before the public in order to provide means of 
getting funds for the businesses which thus appeal to the 
capital market. Time was, not so very long ago, when it 
was comparatively easy to make arrangements for floating 
in New York issues of new securities amounting to 
$500,000, or at times even less. Today it might be diffi- 
cult to find a so-called “reputable house” that was 
willing to negotiate anything less than $1,000,000 to 
$2,000,000, while a good many have lately made definite 
rules that only under very unusual conditions will they 
undertake to finance an issue of less than $5,000,000. This 
is the outgrowth of the constantly increasing size of 
financing, and the prevalence of large issues, which has 
enabled the New York investment house to limit itself 
to offerings of substantial size. The smaller issues now 
frequently go to out-of-town houses, particularly if they 
originate with out-of-town enterprises. In the invest- 
ment banking system of the United States, the investment 
banker seldom buys and pays for an issue out of his own 
resources. He obtains from the commercial banks the 
money that is necessary to “carry” him during the financ- 
ing process, and it is in order to be sure of this kind of 
support that so close an alliance between the commercial 
banks and the investment houses has developed. But, 
of course, in order to be sure of adequately handling this 
business, the unit size of loan which can be made by the 
individual bank must necessarily be correspondingly 
increased, and the result has been to accelerate ten- 
dencies, already at work, toward the amalgamation of 
institutions which formerly preferred to deal in smaller 
units with a much larger number of clients; but which 
are now tending to limit their operations to fewer bor- 
rowers, each of whom has a larger volume of business 
to offer. This outgrowth of the tremendous development 
of stock market operations, and of the tendency on the 
part of American industrial enterprises to resort thither 
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for new funds, instead of to the banks, is obviously 
likely to remain as long as the new type of financing 
continues to be popular. In this there is no indication 
of any change, and there is reason to consider the 
alteration in methods of financing industry as semi- 
permanent with effects upon the banking structure 
which will not be soon eradicated. 

Perhaps the phase of the amalgamation movement 
which is most interesting to Americans, although possibly 
less so to others, is found in the relationship of the new 
movement to branch banking. As already often remarked, 
branch banking in the United States is by no means 
limited to the admitted or ‘known branches, or even to 
the institutions which are openly recognized as being 
controlled by other banks. Chain-banking has taken on 
a very important aspect within the past few vears, and 
has assumed some two or three well-defined forms. Of 
these, perhaps, the most prevalent is that in which a 
holding company is established for the purpose of buying 
and owning bank stocks, and thereby of controlling 
groups of banks through a centralized agency. This 
plan has not been found particularly successful, except 
in those cases in which the holding company is closely 
affiliated with, or actually owned or controlled by, a 
large city bank. This is another way of saying that 
chain-banking is gradually being reshaped as a surrepti- 
tious means of providing city banks with extended 
“strings” of branches. So far as the New York banks 
are concerned, this particular aspect of their activity 
has not made much progress. Indeed, the latest develop- 
ments on a large scale are announced from cities in the 
middle west. Nevertheless, chain-banking has made 
large progress in the east, especially in the neighbourhood 
of Pittsburgh, where the powerful interests of the Mellon 
family are predominant in connection with groups of 
banks. The exact ramifications of the larger banks of 
New York are not definitely known, but they have been 
kept from expanding as much as they otherwise might, 
on account of the tendency of large industries to establish 
financing offices in New York City as noted above. 

Early expansion of branch banking on the part of New 
York banksis, however, regarded asa probable development 
of the early future, and the consolidation movement will 
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undoubtedly tend very greatly to advance it, as it has 
advanced the branch ‘banking movement in the middle 
west and in many cities throughout the country. Viewed 
as a national tendency, consolidation thus becomes an 
important factor in the promotion of the branch banking 
movement, first because it provides the necessity for an 
outlet for large funds accumulated in single hands, and 
second because it presents the nucleus from which 
national branch banking may easily grow. There is thus 
an easy possibility of rapid branc h banking increase, as 
a result of the consolidation movement all over the 
United States. It will probably take the form of chain- 
banking, through the establishment of bank-stocis- 
holding corporations which are themselves owned by 
the officers and directors of the large banks or, at all 
events, by their stockholders. In American banking it 
has usually been true that the way was prepared for a 
drastic change of legislation by the establishment of 
widely prevalent conditions which the legislation was 
then asked to sanction or approve. This, “for example, 
was the case of the Federal Reserve Act, which 
authorized country banks to lend on land mortgage 
security up to the amounts of their capital and surplus. 
Such action had previously been forbidden, but had, 
nevertheless, been widely practised through various 
evasions and subterfuges. The Reserve Act thus, 
although making what appeared to be a wide breach 
with previous custom, really made only a nominal 
breach, and in effect merely sanctioned what had come 
to be the recognized method of banking in the country 
districts. Hitherto, the opposition to “branch banking 
has been widesprez id and strong, particularly on the part 
of the influential country banks which have seen in it a 
menace to their local monopolies. In all probability the 
gradual development of chain-banking will permeate the 
banking system in many parts of the country, numerous 
small banks passing into the control of corporations which 
are themselves owned by the larger banks ; so that the way 
will be prepared for recognition of branch banking when 
the times comes. Such recognition will be immensely 
facilitated in this way, so that the United States will 
convert itself from a so-called individual banking country 
into a branch banking nation apparently without 
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notice or delay, but in reality through a very lengthy 
process of institutional reorganization. As already 
stated, the more obvious manifestations of this process 
are not seen in New York, but appear much more strongly 
in other parts of the country, while the great amalgama- 
tions which have come slowly in New York are preparing 
the way for rapid progress along the same lines that have 
become common elsewhere. 

From this point of view the changes that have taken 
place in New York banking during the past few weeks 
and months, and which are still very far from having 
reached their end, are the outward and visible sign of a 
widespread revolution in the entire field of American 
banking and finance. They are, in effect, the culmination 
of a movement that has been spreading widely during 
the last few months, but has never yet come fully into 
public notice because of the backwardness of New York 
banks to take their place in it—-a backwardness due to 
the reasons set forth above. Now that the movement is 
full-grown, it may be expected to ramify and take positive 
root much more rapidly. The effect will be profound, 
not only upon the American banking structure at large, 
hut also upon the Federal Reserve System in particular. 


Central Bank Bulletin 


REICHSBANK 


URING March and April, the Reichsbank lost 
D considerable amounts of gold. Although the con- 

vertibility of the reichsmark remains suspended, 
the Reichsbank, in accordance with statements made by 
Dr. Schacht on various occasions, is prepared to sell gold 
whenever the exchange reaches gold export point. Owing 
to the New York situation and the suspense over the 
reparations conference, the reichsmark has been weak 
lately, and in ordinary circumstances it would have been 
profitable for arbitrageurs to export gold to New York. 
Accordingly, the Reichsbank shipped there some of its 
domestic reserve, sold some of its New York gold holding, 
and acquired part of the gold earmarked in New York 
on account of the Bank of France and the National Bank of 
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Belgium, reselling it againin New York. The Reichsbank 
compensated these two institutions by dispatching gold 
out of its Cologne holding. This operation has the 
advantage of saving expenses to both parties. 

The Reichsbank has established a clearing system 
with the State Bank of the U.S.S.R. to facilitate the 
transfer of funds between Germany and the Soviet 
Union. Similar arrangements already exist between the 
Reichsbank and most Continental central banks. 


BANK OF ITALY 


The Bank of Italy has repatriated from London its 
gold holding amounting to about £780,000. 


RIKSBANK 


Mr. Ivar Booth, a well-known banker, has been 
unanimously proposed as Governor of the Riksbank by 
the Parliamentary Commission in charge of the nomina- 
tion, in the place of the late Mr. Moll, who died recently. 


AUSTRIAN NATIONAL BANK 


The net profits of the Austrian National Bank for 
1928 were 17,651,000 schillings, against 18,078,000 
schillings for 1927. The dividend has been raised from 
104 per cent. to 114 per cent. 


BANK OF SPAIN 
There is no truth in the rumours that the Bank of 
Spain intends to reduce its official rediscount rate. It 
has, on the other hand, reduced the rate of advances on 
domestic industrial securities. 


BANK OF GREECE 

At the first annual meeting of the Bank of Greece, 
the Governor, M. Diomede, gave an account of the success 
of last year’s stabilization of the drachma. He stated 
that the new central bank found it easy to maintain the 
stability, and was, in fact, able to increase its gold 
reserve. 

TURKISH STATE BANK 


Herr Muller, one of the directors of the Reichsbank, 
has arrived in Angora, to advise the Turkish Government 
in the establishment of the new Turkish State Bank. 
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The Banks and Agriculture 
The Agricultural Credits Act, 1928 
By Our Legal Correspondent 


N the absence of any cases in the Courts calling for 
| attention we are able to find space to comply with 
suggestions we have had from several of our readers 
for a brief exposition of the Agricultural Credits Act, 
1928, as affecting bankers. Farming is so important an 
industry from the point of view of country branches of 
the great banks that any scheme for improving the mode 
of financing farmers and increasing the security available 
must be welcomed. The present Act aims at both these 
objects, and its subsequent success will be measured by 
the extent to which farmers will avail themselves of its 
provisions. Farmers being a tonservative folk, and 
financially rather primitive in their practices, it is not 
expected that the new scheme of things will establish 
itself too quickly; but we trust its progress may be sure. 
The Act deals in two distinct modes with the two 
needs of the farmer: (1) Long-term credits; that is to 
say, provision for facilitating the obtaining of fixed 
capital for purchase and/or improvement of land and for 
general permanent equipment of the farm and its build- 
ings; (2) short-term credits; that is to say, capital of 
fluctuating amount to meet working capital for the 
purposes of growing, harvesting, and marketing of crops 
and working the farm generally. In order to meet the 
first of these needs the Act provides for the incorporation 
of a company—the Agricultural Mortgage Corporation 
under the egis of the Minister of Agriculture and the 
Treasury, there being the aid of public funds behind it. 
The first four sections of the Act enact the conditions of 
this scheme, and the details already published show the 
terms on which these fixed long-term mortgage charges 
and credits are established. 
To the working banker in provincial centres, however, 
as guided and governed by the directorate of their bank, 
the real interest of the scheme is in Part II, dealing with 
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“short-term credits,” i.e. the provision of working 
capital from season to season. Here Parliament has 
given to the banks of the country facilities for a new 
and very real security by the creation of fixed and 
floating “ agricultural charges” on farming stock and other 
agricultural assets belonging to a farmer. These “other 
agricultural assets ’” are ‘specifically defined as meaning : 

A tenant’s right to compensation under the Agricul- 
tural Holdings ‘Act, 1923, for improvements, damage by 
game, disturbance or otherwise, and any other ten ant 
right.”’ This “ agricultural charge’’ is not to be deemed 
a bill of sale, and has its own peculiar effects and remedies 
as we shall see hereafter. To state this main object of 
the Act is to bring home to us all that at last the farmer 
can, by arranging an “agricultural charge” with his 
bank, bring in as security his actual property, namely, 
his crops or horticultural produce, whether growing or 
harvested, his live stock and its progeny, including 
poultry and bees; seeds and manures, agricultural 
vehicles, machinery and other plant, tenant’s fixtures, 
together with tenant right. as previously explained. 
But he can do so only through a bank charge. “ Bank” 
means any firm, incorporated company, or society carrying 
on the business of banking and approved by the Minister 
of Agriculture. Obv iously all banks properly so described 
are included, as it is not likely the Ministry would refuse 
approval of any of the recognized banks. As to any other 
organizations purporting to be banks, notwithstanding 
their “carrying on banking business,’ they must also 
be approved by the Minister. 

The charge, whether fixed or floating—or both—is given 
as security for sums advanced or to be advanced to the 
farmer by the bank, or paid or to be paid on his behalf 
under any guarantee by the bank, and of course all 
interest, commission, and charges thereon. This second 
mode of contingent advance by the bank guaranteeing 
the farmer’s account with dealers or merchants may 
prove a useful method for the farmer securing. good terms 
from merchants and dealers. It involves something more 
than a banker’s reference, and would bring the banker 
into fairly close touch with the farmers’ actual business. 

This new creation of an “agricultural charge” as 
security for a bank’s accommodation is the object of 
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this part of the Act, but in its detailed working much has 
to be developed in regard to the drafting of appropriate 
documents. There is no statutory form of charge pro- 
vided. The Act indeed says that a charge may be in such 
form and upon such conditions as the parties thereto may 
agree,and sureties may be made parties thereto. But in the 
section of the Act dealing with the nature and effect of such 
a charge there are clear indications as to the provisions 
that may be included in the document of charge, and the 
common forms prepared by the leading banks will be 
framed accordingly. No stamp duty is pavable on an 
instrument creating an agricultural charge. 

Before coming to the provisions including obligations 
and benefits of fixed or floating charges there are certain 
general features to be noted applicable to all such 
charges :— 

There is no contracting out of the right of a 
tenant of an agricultural holding. He has the right to 
create a charge notwithstanding any provision in his 

contract of tenancy to the contrary. 

2. Agricultural charges have priority in relation to 
one another i in accordance with the times at which they 
are Mg oma registered under the Act. 

. Once a floating charge has been made, and so long 
as : continues in force, any fixed charge or bill of sale 
comprising any of the property already subject to the 
floating charge is void as respects any such property. 

4. Farming stock subject to an agricultural charge is 
exempted from the operation of the reputed ownership 
section (section 38 of the Bankruptcy Act, IQI4). 

5. A charge created within three months of the 
presentation of a bankruptcy petition upon which the 
farmer is ultimately adjudicated bankrupt does not 
cover an amount owing to the bank immediately prior to 
the giving of the charge, unless it is proved that the 
farmer, immediately after the execution of the charge, 
was solvent. The charge in such a case, of course, covers 
advances subsequent to its creation, but from the claim 
of the bank has to be deducted the amount owing at its 
creation. 

6. As regards growing crops the rights of the bank 
prevail against a mortgage of the land created after the 
passing of the Act (i.e. after August 3, 1928), and this 
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priority is irrespective of the dates of the mortgage and 
the charge. Note that this applies to growing crops only, 
and further that the rights of a mortgagee in respect of 
a mortgage created before the passing of the Act are not 
affected. 

7. An‘agricultural charge is no protection in respect 
of property included in the charge which, but for the 
charge, would have been liable to distress for rent, 
taxes, or rates. 

8. The principal sum secured by a charge may be 
either a specified amount or a fluctuating amount 
advanced on current account, and as to the latter a 
limit may of course be fixed if considered desirable. If a 
limit be fixed it is expressly provided that the charge 
shall not be deemed to be redeemed by reason only of the 
current account having ceased to be in debit at any time 
during the existence of the charge. 

Let us now turn to the definitions and effects of the 
fixed and floating charges. The property affected by a 
fixed charge is such farming stock and other agricultural 
assets belonging to the farmer at the date of the charge 
as may be specified in the charge, but may include, as to 
livestock, progeny born after the creation of the charge; 
and as to plant, any plant substituted for that specified 
in the charge. The property affected by a floating charge 
is the farming stock and other agricultural assets from 
time to time belonging to the farmer or such part thereof 
as is mentioned in the charge. The Act expressly says 
that a charge may be both fixed or floating if so desired. 
And probably a general form will be a fixed charge on 
certain property specified (and carefully checked) in a 
schedule, and a floating charge on all other farming 
stock and other agricultural assets from time to time 
belonging to the farmer. 

As to the fixed charge the Act confers on the bank 
the following rights and imposes the following obliga- 
tions :— 

1. The right to take possession of any of the specified 
property upon the happening of any event set out in the 
charge as giving such right. We assume such rights will 
be specified as non-compliance with demand by the 
bank, or act of bankruptcy, or some breach of the terms 
of the charge, and so on. 
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2. When possession is taken, a right to sell after an 
interval of five days or such less time as may be provided 
by the terms of the charge. Such sale is by auction, or 
may be by private treaty if so provided in the charge, 
and either for a lump sum or instaiments. 

3. An obligation to pay the surplus realized on such 
sale or sales (if any) to the farmer; that is to say, any 
surplus after discharging all moneys and costs due to 
the bank. 

And upon the farmer giving the charge is imposed an 
obligation forthwith to pay to the bank any moneys 
received by him on sale of any of the property or assets 
comprised in the charge, such moneys to be applied, 
except in so far as otherwise agreed, towards the discharge 
of liabilities secured by the charge. But as it is apparent 
that the generality of this obligation might unduly 
hamper the farmer in regard to many small transactions, 
the Act provides that the charge may include a term 
defining some extent (possibly some maximum limit) 
up to which a farmer is not under this obligation, and also 
the bank may otherwise allow a farmer to omit this obliga- 
tion in any specified case. The same obligation and 
exceptions apply to moneys received by the farmer by 
way of insurance moneys or compensation under the 
Diseases of Animals Acts or the Destructive Insects and 
Pests Acts. 

Subject to the above obligations, a farmer is not 
prevented from selling any of the property subject to 
the charge, and neither a purchaser nor an auctioneer is 
concerned to see that such obligations are complied with, 
notwithstanding that he may be aware of the existence 
of the charge. 

Although mere notice of the existence of the charge 
will not affect any person receiving from the farmer 
proceeds of sale which ought according to the obliga- 
tions of the charge to go to the bank, if the bank can 
prove that such person knew that the proceeds were 
paid to him in breach of the obligations the bank can 
recover such payments. 

So much for the effect of a fixed charge. Next, as to 
a floating charge. The object is plainly stated by the 
Act when it says that ‘a floating charge shall have the 
like effect as if the charge had been created by a duly 
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registered debenture issued by a company,” and is to 
become a fixed charge upon all the property comprised 
in it as existing: (1) Upon a receiving order being made 
against the farmer : (2) upon his death; (3) upon dissolu- 
tion of partnership when it is partnership property ; 
(4) upon notice in writing to that effect given by the bank 
on the happening of any event prescribed by the charge 
itself conferring a right upon the bank to crystallize 
or fix the charge. This last contingency shows the 
advisability of a bank making clear in the terms of a 
floating charge the events which will entitle them to give 
notice to make the charge a fixed one involving the right 
of sale and realization thereby conferred. 

As regards the effect of a floating charge the same 
obligations (with their exceptions) apply to the farmer’s 
paying into the bank moneys obtained by sale of pro- 
perty or insurances and compensation, save that in the 
case of a floating charge so long as the farmer expends 
such moneys in the purchase of farming stock which thus 
becomes subject to the charge he is absolved to that 
extent from the general obligation. 

In order to protect the more effectively the security, 
the Act creates an offence punishable by a term of penal 
servitude not exceeding three years for any farmer who, 
with intent to defraud, fails to comply with the obliga- 
tions to pay to the bank moneys arising from sales or 
compensation or insurance which under his obligation 
he agrees to pay into the bank, or moves from the farm any 
property subject to the charge. Intent to defraud is 
the essence of the offence. 

There is also a temporary provision that calls for 
particular notice. This provision only applies until 
January I, 1931. It is thus expressed : “Where a bank 
has before the passing of this Act made advances to a 
farmer, whether by means of an overdraft or otherwise, 
an agricultural charge created in favour of the bank shall 
be enforceable only in respect of moneys advanced in 
addition to and in excess of a sum equal to the amount 
of such advances outstanding at the passing of this 
Act” (i.e. August 3, 1928). 

This temporary limitation is most important, for it 
invoives this : that whatever sum is due to the bank by 
a farmer on August 3, 1928, cannot, before January I, 
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1931, be recovered under an agricultural charge created 
with that bank by that farmer. Or to put it another 
way: any agricultural charge created with his bank by 
a farmer before January I, 1931, will, if at any time it 
is to be realized prior to that date, have to have deducted 
from the amount of the security any sum owing by him 
to the bank at August 3, 1928, however raised, whether 
by overdraft, mortgage, or any other way. The object 
of this special provision is to preclude a bank from 
getting any advantage over other creditors by a security 
that only a bank can take in respect of a debt incurred 
at a time when no such security could be in contemplation. 
It is not beyond the wit of solicitors for the banks to 
safeguard their interest in respect of this provision. 

Only one other provision of the Act remains to be 
noticed—registration of the agricultural charges. The 
Land Registry machinery is to be employed, and in effect 
it is the same as for ordinary second mortgages on land. 
Registration within seven days, subject to an extension 
of time by the bank in its discretion, is the rule. The 
register is open to public inspection and permits of the 
taking of copies on payment of a prescribed fee. But 
there is a restriction on publication with a prosecution 
on fiat of the Attorney-General for illegal publication. 
There is, however, an exception in the case of confidential 
circulars issued by trade associations to people of their 
own trade in the district in which property subject to 
the charge is situate. Even this limited permission of 
publication may scare some farmers from the benefits 
of the Act. How far that may be so remains to be 
seen. 

The registration is notice of the charge to all the world, 
but, following the precedent of section 94 of the Law of 
Property Act, 1925, it is provided that “ where an 
agricultural charge created in favour of a_ bank is 
expressly made for securing a current account or other 
further advances, the bank, in relation to the making of 
further advances under the charge, shall not be deemed 
to have notice of another agricultural charge by reason 
only that it is to register if it was not so registered at the 
time when the first-mentioned charge was created, or 
when the last search (if any) by or on behalf of the 
bank was made, whichever last happened.”’ 
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The above statement of the new scheme shows how 
very largely the form and scope of the new charges is 
left to the particular agreement made between the bank 
and the farmer. Country bankers know the conservative 
and timid nature of their farmer customers, and the 
success of the scheme will depend very much on the extent 
to which the banks can display to the farmers the real 
benefits of the Act which affords so effective and simple 
a mode of rendering short-term credits suitable to a 
farmer’s needs for assuring him working capital with 
direct security of his business assets. 


The New Headquarters of the 
Westminster Bank 
By Professor C. H. Reilly 


IKE most of the other great banks the Westminster is 
rebuilding its headquarters in the City, and has 
been doing so for the last three years. The site is a 

roughly rectangular one of 32,000 sq. ft., with a long, 
slightly convex frontage to Lothbury, and with return 
frontages on the shorter sides to Angel Court and 
Tokenhouse Yard. The Lothbury front was once occupied 
by the fine, low, astylar building of the old London and 
Westminster and County Bank, designed by Professor 
Cockerell, R.A., the architect of some of the most in- 
teresting portions of the Bank of England, and of its 
three fine branches at Liverpool, Manchester, and 
Bristol. Messrs. Méwes and Davis, the architects of the 
new bank, have therefore a high standard to live up to. 
Their work, however, at the Ritz Hotel, the building for 
the Morning Post in the Strand (since mutilated by 
another hand), and most recent of all the fine bank 
for the same company in Threadneedle Street, was a 
guarantee that they would prove themselves not unworthy 
of their task. Besides, they won the chance of erecting 
this great new building in competition with several 
leading men, or, rather, Mr. Davis did, for his French 
partner, Monsieur Méwes, died before the war. 
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Occupying so large a site in the network of narrow 
streets which thread this Stock Exchange quarter of the 
City was, perhaps, the reason why the architects have 
given to their bank as many as three public entrances, 
one to each of the three streets mentioned. These in 
turn must have dictated the plan, the chief peculiarity of 
which is a banking hall with the public space xot in the 
= as is fast becoming the English practice in these 
larger banks (following that of America), but surrounding 
a large island, or rather peninsula, of clerks, and con- 
necting with each of the entrances. The great bank 
counter which follows the three sides of this peninsula 
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ARCHITECTS’ MODEL OF FACADE TO LOTHBURY 


will accommodate thirty-one cashiers, while: behind it in 
the peninsula itself, working under the central skylight 
of the hall, is room for three hundred and fifty clerks. 
The great hall accommodating all these is nearly square 
on plan, and contains three rows of lofty Ionic columns 
35 ft. high. While this arrangement is perhaps not so 
impressive as that of the banking hall at the headquarters 
of the Midland Bank, or of Lloyds with its great central 
space, it must be admitted that it provides a magnificent 
promenade for the public (as will be seen from the illus- 
tration) from entrance to entrance, with the bank counter 
on one side and the entrances to the managers’ offices 
and the staircases and lifts on the other. All the architec- 
tural detail of this public portion, too, is carried out with 
) 
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great restraint and dignity. The columns are monoliths 
of cream-coloured Subiaco marble, and give with the 
great arches between them in the same material a truly 

magnificent scale. One feels one is walking through 
some old Roman Imperial palace; but the palace of an 
Emperor, if such existed, with a real sense of refinement 
and taste. In contrast to these great vertical masses of 
cream-coloured marble there is a fine marble floor in big 
squares of cream and green, while the screens behind the 
columns containing the entrances to the private offices 
and stairs have delicate bronze grilles with long, elegant 





THE GREAT BANKING HALL AS IT WILL APPEAR WHEN COMPLETED 


balusters. But a third, however, of this great hall and its 
promenades has still to be built. When it is completed I 
can imagine stockbrokers and others wishing to get from 
Tokenhouse Yard to Throgmorton Street finding it much 
pleasanter as well as quicker to stroll through these marble 
walks than to find their way along the adjacent streets. 
It is the front third towards Lothbury that is not yet 
built. That is still one of those tremendously deep City 
excavations for three storeys of basements and strong- 
rooms which, full of struts and machinery, are so 
interesting to the man in the street when he can catch a 
glimpse of them. This particular one is truly of special 
interest because deep as it is, and passing through 
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AND MECHANISATION 


£100,000 order for Burroughs Ledger Posting and 


Typewriter Accounting Machines 


A complete investigation into 
the accounting routine in the 
branches. The assistance of 
trained specialists of the 
Burroughs Banks Department. 
And a new system was born. 


Each job — from the arrival of the 
cheque to the balancing of the 
General Ledger—is now a 
Burroughs job. The accuracy of 
each day’s work is automatically 
proved as it proceeds. 


Old-fashioned ledgers and 
handwritten pass books are 


Burrou 


ADDING MACHINE LTD., 
136 Regent 


BURROUGHS 
Chesham House, 


disappearing. Each account is 
automatically balanced as each 
posting is made. Neat, accurate, 
up-to-date pass book sheets 
are always ready tor the 
customer. 

Other banks have also adopted 
Burroughs methods: which is 
sufficient testimony to _ their 
soundness. 

The services of the Burroughs 
Banks Department are at all 
times at the disposal of bank 
executives. 


Street, W.1. 


’Phone : Gerrard 0754 (Private Branch Exchange). 


cee ee aces eh ae eee cate a 





De ws 














188 THE BANKER 


various strata, no pumping has been used to keep it 
dry during the work. This is a very important achieve- 
ment, since it means nothing has been pumped out in 
the way of water and sand from under the surrounding 
buildings. No neighbouring building, therefore, has been 
damaged, much less let down. This fine, and in these 
days of deep basements rather unusual, result has been 
accomplished by first driving long, interlocking steel piles 





REINFORCED CONCRETE RETAINING WALL, BEHIND WHICH IS DRIVEN 
STEEL SHEET INTER-LOCKING PILING 


round the whole site before building the concrete and steel 
retaining walls. These piles have not only upheld the 
surrounding earth, but have themselves kept the water out. 

Across this great excavation, looking like a railway 
cutting in the heart of the City, you see at the present 
moment rising a hundred feet in the air the large Angel 
Court portion “of the building already built. This portion 
itself runs round three sides of a courtyard, the fourth 
wall of which, lined with glazed brickwork on its courtyard 
side, presents just now to the excavation, on the edge of 
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STRUCTURAL STEELWORK 


WESTMINSTER BANK-—Lothbury, E.C. 


Architects : Builders: 
MEWES & DAvIs. HOLLOWAY Bros. 


REDPATH, BROWN & CO., LTD., 


CONSTRUCTIONAL ENGINEERS 


LonpDoON. MANCHESTER. EDINBURGH. GLAsGow. 
SOUTHAMPTON. BIRMINGHAM. LIVERPOOL. NEWCASTLE. 


ESTABLISHED 1802. INCORPORATED 1896. 
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which it stands, its naked concrete flank unsupported by 
any floors or return walls. The building of this lofty 
unsupported wall and the maintaining of it till it will be 
supported and sheltered by the rest of the structure must 
have been a ticklish task for the architects and con- 
tractors in view of the high winter winds. A visit, how- 
ever, to the Angel Court block will show the ingenious 
way in which it ‘has been shored up by temporary steel 
trusses placed, not vertically, but horizontally, as was 
the only way possible with the banking rooms below. 


A Pale Askbne 
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ONE OF THE DOORS OF THE LUNCHEON ROOM IN THE ANGEL COURT 
SECTION, SHOWING HANDSOME CARVED SPANISH WALNUT 
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HOLLOWAY BROTHERS (tondon) Ltd. 


CONTRACTORS FOR 


Westminster Bank Head Oftice 
LOTHBURY 


DS 


Who are also responsible for the following important 
contracts : 


BANK OF ENGLAND REBUILDING 
WESTMINSTER BANK, Threadneedle Street Branch 
COUNTY FIRE OFFICE, Piccadilly 


STRATTON HOUSE FLATS, Piccadilly 


NEWS OF THE WORLD PRINTING WORKS and 
OFFICES, Bouverie Street 


Messrs. COURTAULD’S PREMISES, St. Martins-le- 
Grand 


WINCHESTER COLLEGE, War Memorial Cloisters 

HARROW SCHOOL WAR MEMORIAL 

MERCANTILE MARINE WAR MEMORIAL, Tower 
Hill 

MARTINS BANK, Lombard Street 

MASONIC PEACE MEMORIAL FOUNDATIONS 

CENTRAL CRIMINAL COURT, Newgate 

ROYAL BORDER BRIDGE, Berwick-on-Tweed 

COLLEGE CHURCH, Ampleforth Abbey 

NINTH CHURCH CHRIST SCIENTIST, Westminster 
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In this Angel Court block are situated the directors’ 
luncheon rooms and the board and committee rooms. 
Like all Mr. Davis’s work, they contain much fine 
detail, particularly the great walnut doors to the luncheon 
room, with their Corinthian columns in the manner of 
Sir William Chambers. In the smoking-room adjoining 
there is an original Louis Quinze fireplace, but, interesting 
as this is in itself, it does not stand very happily, I think, 
with Mr. Davis’s more severe detail. A charming thing 
in this portion of the interior is the vaulted corridor 


—— 





THE THIRD-FLOOR GALLERY IN THE ANGEL COURT SECTION! 
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THE 
WORLD-FAMED VISIBLE-MONEY 
RECORDING HOME SAFES 
ADAPTED FOR ALL COUNTRIES 


Also THE BOOK FORM HOME SAFE Also SINGLE-COMPARTMENT SAFES 


For Thrift -Propaganda-Expansion 


_s The Bank Holds the Master Key and (2_ 
~e3 Lends the Home Safe to Depositors cae 


Increase the ‘‘ Banking Habit’’ and make Saving Simple 


Successful operations in Home Safes are invariably Millions are in daily productive use by clients 


subject to the appeal the - safe makes to the 
depositor. If lacking the features of beauty, 
refinement and portability—small size and light 
weight—home banks are of little value. 


Beauty, refinement and portability in our modern 
Home Banks have placed over 12,000,000 of 
these thrift devices in the homes of the savers of 
the world. 


and depositors— both young and old — of 
7,000 Banks, Savings Banks, Building and 
Co-operative Societies, Stores, Welfare Organi- 
zations and Thrift Institutions in various 
countries. 


Our Home Safes slip into the pocket or the hand- 
bag. They are of nickel over brass and non-rusting. 
They are unconditionally guaranteed. 


Send for free specimens and full particulars. 


AUTOMATIC RECORDING SAFE CO., LTD. 


83, Ridgmount Gardens’ - 


BERLIN 


CHICAGO PARIS 


London, W.C.1 


MONTREUX STOCKHOLM 
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behind these rooms and leading to the directors’ private 
staircase. 

The main exterior facade to Lothbury can only be 
judged by the drawings and the model, of which a 
photograph is here reproduced. It will be seen that while 
the building as a whole sets back for the two upper 
storeys a pavilion, including the main entrance at its 
base, rises boldly with a fine triumphal arch composition 
against the sky. This pavilion will face you as you 
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ENTRANCE TO THE HEAD OFFICE MANAGER’S ROOM, SHOWING MODERN 
BRONZE-WORK 
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Founded 1812. 
THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 
55 WALL STREET, NEW YORK 


LONDON : 


36 BISHOPSGATE, E.C.2, & 11 WATERLOO PLACE, S.W.1 


Total Resources (March 27, 1929), $1,817,299,847 
Capital, Surplus and Undivided Profits, $212,618,318 
Branches are operated in the principal commercial 
centres of Europe, South and Central America, the 

West Indies, and the Far East. 
The Bank offers a service embracing all phases of 
international banking. 
THE NATIONAL CITY COMPANY 
(Investment affiliate of the National City Bank of New York) 
Ojfices in cver 50 Cities of the United States 


LONDON: 34 BISHOPSGATE, E.C.2 


and at 


11 WATERLOO PLACE, S.W.1. 
Manchester Representative : 76 CROSS STREET. 


AMSTERDAM . COPENHAGEN : GENEVA : 
256 Heerengracht 16 Holmens Kanal 1 Rue Tour de I’Ile 
and at 


Montreal, Singapore, 
Ottawa, Shanghai, 
Quebec, Tokio, 





Toronto 
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approach the bank down Bartholomew Lane. It should 
look very imposing, and the directors may rest assured 
it will be detailed with the utmost care. At the con- 
tractor’s yard, standing out above a lot of small 
property, is to be seen today in plaster a great Roman- 
looking archway with its pilasters and enrichments. It 
is a strange and exciting sight in its surroundings, and 
many wonder what it can be. In fact, it is a full-size 
model of the main entrance in this pavilion, and that the 
architect should have it made in order to study this 
important feature in all its bearings is typical of the care 
with which Mr. Davis executes all his work. The stone 
elevation already built in Angel Court, very simple and 
broad in effect, but with finely -drawn pilasters and 
finely-cut enrichments, shows how he can interpret the 
combined English and Italian classic tradition and give 
to it the restrained dignity suitable to a bank. The 
directors may be sure, therefore, that the great range of 
fluted pilasters, which will be the chief feature of their 
main fagade—and considering the narrowness of Lothbury 
it is wisely placed at the ground level—will be a striking 
and noble ornament to the street which should help to 
compensate them for the loss of the fine Cockerell 
facade they have had to sacrifice. 


General Contractors : Holloway Bros. (London) Ltd., Rice & Sons Ltd. 


LIST OF SUB-CONTRACTORS EMPLOYED ON THE NEW HEAD OFFICE OF 
a WESTMINSTER BANK 

ASPHALTE—Seyssel & Metallic Lava Asphalte Co.; The Val de Travers Asphalte Paving Co., I,td. 
CARVING——-W. Aumonier & Sons; Farmer & Brindley, Ltd. 
ELECTRIC FITTINGS AND INSTALLATION—Higgins & Griffiths. 
FIBROUS PLASTER—G. Jackson & Sons; G. & A. Brown. 
Fittincs—S. Elliott & Sons (Reading); Holloway Bros. London) I,td.; Howard & Sons. 
FLOORING, FIREPROOF—Diespeker & Co., Ltd. 
FLOORING, MARBLE—J. Whitehead & Sons, Ltd. 
FLOORING, Woop—Stanhope Flooring Co.; Stevens & Adams. 
Griass—A. Goslett & Co., Ltd. 
GRANOLITHIC PAVING—Stuart’s Granolithic Co., Ltd. 
HYDRANTS—Merryweather & Sons, Ltd. 
HEATING—Crittall Manufacturing Co., Ltd.; Benham & Sons, I,td. 
IRONMONGERY—Ramsay & Co.; Stedall & Co. 
lirts—Waygood-Otis, Ltd. 
Iart ENcLosurEsS—Caston & Co., Ltd. 
METAL WoRKS (DECORATIVE)—Morris-Singer Co. 
METAL SASHES—Luxfer Prism Syndicate; F. Braby & Co.; Crittall Manufacturing Co., 
REINFORCED CONCRETE—Hollowz ay Bros. (London) Ltd. 
SPRING HINGES—Robert Adams. 
SAFES AND STRONGROOMS—Hobbs, Hart & Co., Ltd 
SANITARY FITTINGS—Doulton & Co., Ltd. 
STEELWORK—Redpath, Brown & Co., Ltd. 
Stoves—Bratt Colbran & Co. 
STEEL SASHES—Luxfer Prism Syndicate; F. Braby & Co.; Crittall Manufacturing Co., I,td. 
TiItiInc—W. B. Simpson & Sons, Lid.; Art Pavements & Decorations, Ltd. 


I,td. 


At, additional name to the list of Sub-contractors mens ed on the new Head Office of Iloyds 
Bank? published in our last issue, is that of A. I,. Gibson & Co., Ltd., for Kinnear Shutters. 
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* 


Tue SPANISH FarM TRILOGY 
Ten Years Aco’ 
THe EncGuisu Miss 
Our Mr. DorMeR 
THE BorRoUGHMONGER 
75. 6d. net each 


Pendant to “The Spanish 


. 5s. net. 
Farm Trilogy ” 


4] In active saicansion : “A History 
oF FINANCIAL SPECULATION 
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LONDON 
CHATTO & 


WINDUS 





No, 29587 


q Anew beautifully bound Book Safe 
for Banks and Thrift Institutions. 


q It is perfectly made and besides 
being attractive to the potential 
user it is most easily carried. 


@ We have supplied a large number 


of Home Safes throughout Great 
Britain during the six years we 
have manufactured them. 


TAYLOR LAW 


& Co. Ltd. 


ANCHOR WORKS, BIRIMAINGHAM 

















FACTS 
AND 
FIGURES 


on current economic and social problems are 

provided in Government Publications as in no 

other series of books. The following documents 

will be indispensable to any fruitful discussion 

of some major questions arising before the 
General Election. 


INDUSTRIAL RECOVERY 


The Final Report of the “Balfour” Com- 
mittee on Industry and Trade surveys Great 
Britain’s industrial and commercial prob- 
lems, with special reference to the export 
trade, discusses various plans, e.g. ‘‘Safe- 
guarding,’’ and recommends definite policies 
to assist recovery and expansion. 5s. 6d. 
(5s. r1d.). 


AGRICULTURAL POLICY 


“Report on Agricultural Policy.” 4d. (5d.). 
“Report of the Scottish Conference on 
Agricultural Policy.’ 3s. 6d. (1s. 7d.). 
“Report of the Agricultural Tribunal of 
Investigation.” 5s. (5s. 5d.). Probably the 
most comprehensive survey of the agricul 
tural problem of Great Britain which has 
yet been published. 


UNEMPLOYMENT 


“Report of the Industrial Transference 
Board.” 1s. 6d. (1s. 8d.). “Report of the 
Unemployment Insurance Committee.” 
Is. (1s. 2d.). ““Memorandum on use of Un- 
employment: Benefit in aid of Wages in 
Industry and on Relief Work.” 3d. (4d.) 
“ The Ministry of Labour Gazette.” Monthly. 
7s. a year. Contains much valuable infor- 
mation. 


RATING REFORM 


The Local Government Act, 1929. contains 
the text of sweeping changes in the organi- 
zation and finance of Local Government. 
3s. (3s. 3d.).. An explanatory memorandum 
on its provisions as passed by the House of 
Commons. 1s. (1s. 1d.). General circular 
on the Act. 3d. (4d.). A review of the major 
changes which the Act involves. 


TAXATION 


“The Report of the ‘Colwyn’ Committee on 
National Debt and Taxation.” 7s. 6d. (8s.). 
A thorough review of the effects of taxation 
on trade, industry, employment, and credit. 
“Report of H.M. Commissioners for Inland 
Revenue, 1928.”" 2s. (2s. 2d.). Return 
showing the expenditure on Public Social 
Services in 1891, 1901, 1911, 1927, and 1928 
respectively. 3d. (4d.). 


EDUCATION 


“The Education of the Adolescent.’’ 2s. 
(2s. 4d.). Cloth 3s. (3s. 5d.). A far-seeing 
programme of educational advance by the 
Consultative Committee of the Board of 
Education. ‘The New Prospect in Educa- 
tion.” 6d. (7d.). An attempt to give prac- 
tical shape to some of the Committee’s re- 
commendations. 


All prices are net. Those in parenthesis 
include postage. 


H.M. STATIONERY OFFICE 


ILONDON : Adastral House, Kingsway, W.C.2. 
EDINBURGH: 120 George Street. 
MANCHESTER : York Street. 

CARI IFF: 1 St. Andrew’s Crescent. 
BEL!*AST : 15 Donegall Square W. 


Or through any Bookseller. 
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ENGLAND 
1926 
JANUARY 142-6 
FERRUARY 143-3 
MARCH 144°2 
APRIL 145-1 
1927 
JANUARY 150°3 
FEBRUARY 148-9 
MARCH 149°3 
APRIL 151-6 


1928-29 
JANUARY 
FEBRUARY 
MARCH 
APRIL 
May 
JUNE 
JULY a 
AUGUST .. 
SESTEMBER 
OCTOBER. . 
NOVEMBER 
DECEMBER 
JANUARY 
FEBRUARY 
MARCH 
APRIL 


1926 
JANUARY 
FEBRUARY 
MARCH 
APRIL 


1927 


JANUARY .. 


FEBRUARY 
MARCH 
APRIL 


1928-29 


JANUARY .. 


FEBRUARY 
MARCH 
APRIL 

May 

JUNE 
JULY 
AUGUST 
SEPTEMBER 


OCTOBER .. 


NOVEMBEF. 
DECEMBER 
JANUARY... 
FEBRUARY 
MARCH 
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Table 1 GOLD HOLDINGS OF CENT 


(IN MILLIONS OF £) 


FRANCE 





% 
At Home 





3°8 146°1 
4-3 146-1 
5-2 146-1 
1-9 146-1 
‘8 146-1 
“4 146-0 
2 146-0 
“8 146-0 
7:0 
8-2 
3-0 
34°58 
2-8 
*2 
33 °2 
36°9 | 
40-0 
3 
“4 
‘8 
8 
‘0 
3 
2 | 
































: = NETHER: /pENMARK| NORWAY 
Abroad } 
| 
73-9 | 10-9 | 36-3 11-5 | 8-1 
73°9 10-9 35°8 11°5 8-1 
73°9 10-9 35-5 11°5 8-1 
73°9 10-9 35-4 11°5 8-1 
73°9 RFF 34-2 35-3 8-1 
73°9 17-8 34°2 11:1 8-1 
73°9 18-0 34°6 10°6 8-1 
73°9 18-1 34-6 10-6 3-1 
18-3 21-0 3% 10-0 8-1 
18-3 21-2 3 10-0 | 8-1 
18°3 21-4 3 10-0 8-1 
18-3 21-7 35° 10-0 81 
18°3 22-0 3 10-0 3-1 
18-3 22-5 35°§ 10-0 8-1 
7 22-9 35°9 10-0 8-1 
3°5 23-0 35-9 10-0 8-1 
“0 23-0 35°9 9°5 8-1 
3 23-1 35°9 9°5 8-1 
*2 23-4 35°9 9°5 8-1 
7 24-1 35-9 9:5 8-1 
3-1 25-8 35-9 9°5 8-1 
9 25°9 35°9 9-5 8-1 
9 25-9 35-9 9-5 8-1 
3 26-0 34-9 8-1 
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1 Where possibie the figures are taken from returns issued for the fi 
2 Excluding a small amount held in the Banking Department. 
‘old not appearing separaté 
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Apart from an unascertainable amount of 


4 Up to April 1927 the figures include gold, 
June 1928 give the total gold holding in one amount. 
5 Gold and silver holdings. 


CREDIT AND CURRENCY 


y able i 








Deposits 


€ millions 


1,637 - 
1, 606- 


emcees 


t 
“10 


Om aI ASML 











Cash Advances 
{ millions | € millions 
192-2 857°3 
187-1 863-7 
185-8 876°3 
186-2 874°3 
196-6 897°8 
191-0 902-1 
188-2 909-9 
191-9 | 912-3 
197°6 | 923-0 
188-9 917°5 
186-3 928-8 
187-4 933-1 
188-0 935°5 
193-8 929-2 
193-2 932-0 
191-7 931°4 
193°5 929-8 
192-4 937-9 
193-3 940-8 
203-5 944-5 
198-0 | 956-1 
186-5 967°5 
184-4 980-3 








1 Monthly averages, nine banks. 


Diary,” Dec. 1928 issue.) 


less notes in Currency Note Reserve. 





Other Deposits 


BANK OF 


oth “ available ”’ 


and “* née 





ENGLAND 








Total 


£ mil'ions 


112: 
107: 
104: 
100- 


Sworn 


116- 
103- 
103- 
102- 


wwe OO 


= 
a 


105- 
105° 
99- 
99- 
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Bankers’ 
Balances 


£ millions 
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£m lions 
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2 Average of four or five weekly returns. 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. 
4 Total note issue, less notes in Banking Department, and tater to Nov 22, 1923) 


Net Notes in 
Cireulation 


£ millions 


85° 
84- 
85° 
85: 


—no-) 


wouH 
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3 The figures prior to 
(See “A Banker's 


Currency 
Notes and 
Certificates 
Outstanding [ 


£ millions 


288°0 
284°4 
288°0 
293-9 


284-0 
281-0 
284- 


295-5 


292° 
286°: 
288: 
294: 
292: 
294: 
296° 
295° 
294: 
292 

289 
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RANKS # Table I—cont. 


























| GERMANY . 
ae Pe, * : CZECHO. = 7 “any | SWITZE SPAIN 
or which | RUSSIA | POLAND | EOVaKra | AUSTRIA} HUNGARY) ITALY | SAM) KR) SPAIN 
| } Total Abroad 
{ 
- -— — — — | —_—}]$—$—$—$———————— 
ie | | 
a | 
59-1 4:7 19-0 | 5:3 44-6 | 0-4 2-1 35-4 18-5 100-6 
61°5 0 17-5 | 5:3 44°6 0-4 2°3 35°4 16°9 100°6 
P| 68°8 10-2 15-1 5°3 44-7 0-4 2-9 35°4 16°5 100°6 
73-0 | 12-9 15-6 5°3 44-6 0-4 3-0 35-4 16-6 100-6 
| - ~ - 
89-6 7-8 17-4 5:7 43-2 1:5 61 | 45-3 18-1 101-4 
89-8 5:3 17-4 59 43-6 1-7 6-1 45-4 17-4 102-1 
| 90-3 4-6 17-4 6-0 43°7 te 6-1 45°5 17°8 102-5 
9-6 | 50 17°5 6-2 43°38 ix 6-1 45-7 18-3 102-9 
91-3 4-0 | 20-0 12-1 46-1 2-4 71 49-2 19-5 103-2 
2°s . -& 2- a a. 7. 2 7-2 3. 
Bir] 2 | Se | Be | Bs | et | EP | Be | ee | we 
| 95:9 | 4:2 19-2 13-0 46°6 3:4 71 51-2 17-1 103-4 
99°9 | 4:2 15-9 13-1 46-6 3°4 71 52-0 17°4 103-4 
99°9 4-2 17-4 13-9 46°6 3-4 71 52-9 17-4 103-4 
: 103-1 4-2 17°5 13-9 47-0 3:4 5 at 53-3 ae°e 103-4 
109-3 4:2 15°5 13-9 48°2 3°9 ie 54-1 17°8 103-4 
1ll'1 | 4-2 15-6 13°9 48-3 3°9 7-1 54:2 17°8 103-4 
121°2 4:2 15°7 14°0 48°3 4-9 yap | 54°6 18°6 103-4 
124-3 | 4-2 18-8 14-0 48-2 4:9 7:2 54°6 18°6 101-5 
1290-8 | 4:2 18-9 14-3 49-9 4-9 7-2 54°6 18-6 101°5 
| 183-6 4-2 18-9 14-3 | 50-2 4-9 7-2 54-6 20°5 101°5 
| 133-6 4-2 18-9 14-3) | = 502 49 Y fe 54°7 19-1 101°5 
| 1313 3°6 18-9 14-3 HO 2 4-9 7-3 55°3 19-1 101-5 
| 126°3 6-9 19-0 | 7-3 | 19+] 101-5 
| 











of the month, otherwise from returns at the end of the previous month. 






he returns of the Bank of France. 
Milable”; thereafter only “ available” gold. Returns issued after stabilization at the end of 


Table If GOLD MOVEMENTS 





























i l 
BANK OF ENGLAND } UNITED KINGDOM 
} TRANS. 
| ] VAAL GOLD 
Net Net OULPUT 
Purchases Sales Influx (+) Imports Exports Imports (+) 
| | r Efflux (—) REC es 
ixports (—) 
£ millions £ millions £ millions £ millions £ millions £ millions | £ millions 
1926 | 
JANUARY .. | 16 | 1-9 — +3 4°5 24 | + 2-1 34 
FEBRUARY 3°9 2°5 | + 1-4 3:5 1°6 | + 1°9 B°2 
MARCH 1°5 “4 + 1-1 1°3 2-6 — 1:3 3°5 
| APRIL oe 0-0 3 —- 3 1°5 7 “3 3-4 
1927 | 
JANUARY .. 1-3 1-3 | 0-0 | 2:4 | 3°7 — 1:4 3-6 
FEBRUARY 0-0 i-2 — 1-2 i a | 3°2 0-0 3°3 
MARCH 1-¢ 6 - «4 1°5 1°4 “1 3°7 
APRIL 3:5 ict | 2-2 5-1 “8 4-3 3:5 
1923-29 | | | 
JANUARY .. | 4-7 | “8 + 3-9 4:1 2-2 1-9 3-6 
FEBRUARY 13 | 1-3 | 0:0 2-7 4-0 — 1:3 3-5 
MARCH 1°6 | 1-7 —- 1 1°3 16:2 —14°9 3°7 
APRIL 3°6 1-2 2:4 | 2:4 *6 1°8 3°5 
MAY 2:9 *6 2:3 3°9 oe | 2°7 3°38 
JUNE 8-5 0-0 8:5 | 8-2 1°3 6°38 3°7 
JULY 4-2 2-1 Ss | 4°9 1°9 3:0 3°7 
AUGUST 3:4 2-1 1-2 | 4°9 4-1 “8 3°8 
SEPTEMBER | 1-9 6°7 — 48 | 4:0 5°38 — 1-9 | 3°6 
i OCTOBER .. | 1-0 6-2 — 52 | 3°3 9-4 — 61 3°38 
NOVEMBER 2-1 7-2 — 51 | 4-6 84 — 4:1 3-7 
DECEMBER “5 71 = 6| — 66 | 3:7 5°2 — 1:6 3:7 
JANUARY .. 2-7 so | = ¥& 2°4 §°7 — 3°3 3°7 
FEBRUARY 1-6 3-1 is 1-4 2-5 4-4 -— 1-9 3°5 
MARCH 2-7 10 =| ae 5-3 1-6 3-7 3°7 
| 


| 
| 


1 Figures compiled from daily bulletins of the Bank of England, 
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Table IV MONEY | 




























































































LONDON | 
Discount Rates | Treasury Bi'ls 
. i Short Lox tine Trade e tg 
Bank Rate Fj Rate Bank Bills Fis * nga Weekly Tender Amount Amount | Bank Bs 
3 months 8 months Rate Offered Applied for ' 
Per cent. Per cent. Per cent. Per cent. Per cent. £ millions £ millions | [ Per cent 
| 
| & 
WEEK ENDING : 
1929 £ 
JANUARY 5 43 38 4} 4 45 59-7 5 
oF 12 44 337 4} 4 35 57-9 | 5 
ya 19 44 383 4} a 45 58-0 | 5 
o- 26 44 bs 4} 4 45 5 
FEBRUARY 2 44 333 4} 4 40 5 
ss 9 5 4 5t 5 35 { 5 
: 16 53 42? 5i 5 30 5 
23 54 437 bf 5 30. | ‘i 5 
MARCH 2 54 } 43° | 5} 5 35 5 
= 9 an oe * 53 5 30. | | § 5 
vid 16 5% 4) | 4 59 Fs 35 [ 5 
es 23 54 44} 53 |} 5 35 5 
or 30 54 4} 5} 5 45 5 
APRIL 6 54 48 53 5 5 § 40 5 
Be 13 54 43: 5g | 5 4 2-39 40 ’ 5 
| t 
| | 
All figures given above, except those of asury Bil 
Table V FOREIG ' XCHA 
- _ —— nial "AVERAGES 
NEW YORK PARIS MILAN BERNE MADRID ‘ AMST 
Stot Fr. to £ | Lire to £ Fr. to £ I’tas to £ i 
—_——_ — — — —— | ——_—__,—- - - | = 
i 2 | | , 
PAR OF EXCHANGE... $8065 12g'2t 92-46 25°2215 252215 . 
~ — \ 

1926 - 
JANUARY... 4°8581 120-31 34°326 tz 
FEBRUARY 4°8639 120-80 34-483 12 
MARCH 4°8609 120:97 | 34-490 12 
APRIL 4°8622 120-91 34-010 i 12 

1927 ' > 
JANUARY. . 48529 122-57 111-61 30-340 12 
FEBRUARY 4°8503 123-61 112-26 28-906 q 12 
MARCH 4+8542 124-02 107-76 27-941 8 
APRIL 4°8570 123-98 96-95 27-514 12 

1928-29 n 
JANUARY... 4°8758 124-00 92°17 28-504 12 
FEBRUARY 4°8750 124-02 92-07 28-703 12 
MARCH 4-8800 124-02 92-37 29-017 12 
APRIL 4-8821 124-01 2°52 29-118 12 
MAY 4+8817 124-01 92°65 29-168 ) 12 
JUNE... 4-8804 124-14 92-76 29-442 12 
JULY 4+8644 124-18 92°81 29-511 12 
AUGUST .. 4°8538 124-21 92-74 | 29-208 12 
SEPTEMBER 4-8508 124-18 92-74 29-331 | & 
OCTOBER. . 4-8498 124-14 92°61 29-970 | 12 
NOVEMBER 4°8494 124-11 92°57 30-075 12 
DECEMBER 4-8526 124-10 92-66 29-892 = 
JANUARY 4+8503 124-08 92-67 29-751 = 
FEBRUARY 4+8525 124-23 92-70 31-185 3 
MARCH 48529 124-24 92-69 32-200 12 
WEEK ENDING : n 
APRIL 6 - 48528 124-19 92-75 25-223 32-219 7 

— 4°8540 124-23 92-76 25-218 32-616 = 
abandoned 


1 The old parity of 25-2215 wa) 
2 The old parity of 25°2215 wa jabandoned 


§ 
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Table cast 





NEW YORK PARIS 
E  —————— 
” Market Market 
Discount Call Money Bank Rate Discount 
Rate Rate 


} Bank Rate 


Per cent. Per cent. 


Per cent. 


Per cent. 


Rcd 


BERLIN AMSTERDAM 
Market Market 
Bank Rate Discount Bank Rate Discount 
Rate Rate 


Per cent. 


Per cent. 


Per cent. 


Per cent. 








i Per cent 




















asury Bills, are averages of daily rates. 


¢ XCHANGE 


5 4%3 8} 
| 5 45 648 
5 4H Tay 
| 5 ity 6 
5 it 783 
{ 5 it Zit 
5 Sit 7} 
5 5k 63 
5 5 is S, 
| 5 5 fs 1033 
| 5 Fr 64S 
5 4s ORY 
5 | BY} 14} 
} 5 fs 948 
5 fs Ban 
i 
| 


3h 33 
34 33 
3} 3% 
3h 33 
34 38 
34 33? 
3h B Fe 
3h 3% 
3h 3% 
3h 3% 
34 33 
34 33 
34 33 
34 3% 
34 33 
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AVERAGES 
chi. AMSTERDAM BERLIN STOCKHOLM BOMBAY. KOBE RIO DE BUENOS AIRES 
. JANELRO 
Fl. to £ Rmk. to £ Kr. to £ d. per Rupee d. per Yen. d. per Milreis d. per Gold Peso 
I 12°107 | O43 18159 18 2n58 5°8997 47°58 
.@ 
1 i 
12-088 20-401 18-132 18-202 21°814 i 46-543 
12-137 20°427 18-159 18-191 22-433 7 46-030 
12-151 20°412 18-122 18-083 22°420 7 44-642 
12-118 20-422 18-151 17-379 23-061 6 44-857 
“ 
12-135 20°453 18-171 18-032 24°152 5-799 46-425 
5 12-123 20°466 18-174 17-974 24°195 5-870 46-926 
12-130 20-468 18-144 17-962 24-310 5°870 47-506 
| 12-139 20°489 18-135 17-885 23-899 5°832 47°557 
12-087 20-461 18-138 18-095 23-096 5-918 47°833 
12-109 20°431 18-161 18-002 23-082 5-919 47°881 
12-124 20°412 18-180 18-002 23° 5-926 47 858 
\ 12-111 20°412 18-184 18-004 23° 5-923 47-807 
? 12-098 20-399 18-193 18-014 22: 5-922 47-794 
! 12-099 20°417 18-186 17-946 22: 5-899 47-668 
12-084 20°384 18-161 17-913 22: 5-902 47°426 
12-101 20-364 18°134 17-947 2 5-911 47-414 
|} 12-098 20°355 18-130 17-998 2: 5-907 47-339 
| 12-096 20-364 18-138 18-064 22 5-918 47-339 
} 12-081 20°354 18-143 18-074 22 5-914 47-463 
| 12-078 20-360 18-130 18-063 2 5-889 47°365 
12-091 20-402 18-138 18-056 2 5-905 47-413 
12-116 20-447 18°154 18-013 2 5-896 47°387 
12°115 20°455 18-168 18-007 y 5°857 47-279 
12-108 20°467 18-177 17-998 22-062 5-823 47-283 
12-096 20-470 18-183 17-973 22-039 5° Stl 47°297 
= 3 — 


wall abandoned as from June 25, 1928. 
wae >andoned as from December 22, 1927. 
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— Table VI - BRITISH TRAl 1) INI 
| COAL PIG-IRON STEEL ee 






































— FACTUL 
Pratestion ae Production | Production | 
-roduction (including . - Production Production 
Coke) ‘ F omen n Imports 
Millions of Millions of Blast Thousands of | Thousands of 
Tons Tons Tons Tons ' Thousand 
| of Tons 
| 
1926 
JANUARY .. oe a oe «se 21-4 4°5 144 533 640 
FEBRUARY .. a we ee os 21°6 4°6 146 502 704 | 
MARCH es “* os on oe 21°4 5-0 151 568 784 | 
APRIL an ee oe oe es 21-0 4°5 147 539 661 
1927 
JANUARY .. wa +a a ae 20°7 4-3 152 435 731 mE 
FEBRUARY .. oe oe ee on 21-4 4-4 166 571 827 a4 
MARCH “e bai ov ~ ae 21-1 5-1 178 672 950 5 443 
APRIL - aa as we i 20°6 4°3 189 630 850 OS 
) 
1928-29 
JANUARY .. ae as as ee 20-0 4°3 148 560 626 
FEBRUARY .. _ wa ‘i ne 20-1 4°3 148 551 764 | 2 
MARCH ee “e oe ee on 20-2 4°3 150 593. 793 
APRIL ee oe oe ee oe 17-7 4-0 149 563 644 
MAY oe ae oe es ee 19-2 4°7 148 591 753 
JUNE we ee a wi kt 18-2 4°6 141 564 709 
JULY ee oe oe oe ee 16°9 4°5 131 538 667 
AUGUST -_ oe os «e ee 17°8 4°6 130 519 648 
SEPTEMBER. . es es ee es 18°8 4°3 131 504 719 | 
OCTOBER .. es oe ee oe 19-0 5-1 136 544 756 | 
NOVEMBER .. ia am oe oe 19°3 4°6 135 544 762 i 
DECEMBER .. an ea oe ee 19-9 4°5 132 540 683 
JANUARY .. - es oe oe 21-0 4-9 139 564 762 
FEBRUARY .. se ar ai Pe 21-5 4:2 140 520 7383 t 
MARCH os - oe os we 21-5 5+ 145 590 860 ie 
1 Total for four weeks, 2 Returns issudj 
National | 
. + 
Table VI BRITISH TRADE AND INDUSTRY—cont. | 
1 \ 
ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT ‘ 
5 | Index of 
3 3 4 | Percent- | Numbers Produc- 
Imports Exports | Re-exports} London |Provincial Total Compar- age of on Live tion 
“Country” able Total| insured Register 
persons 
£ ae aX wt at © @ £ unem- 00's 1024 = 10 
miliions millions | millions millions | millions | millions millions ployed omitted 
1926 
JANUARY 117-7 60-4 11-7 10:0 5:7 15-7 17-4 11-0 1,222 \ 
FEBRUARY 96°9 62°8 13-2 9-5 5°6 15-2 17-1 10-4 1,151 101-2 } 
MARCH .. 106-9 66-4 12:1 9-3 5:5 14°8 17-1 9°38 1,065 |J i 
APRIL .. | 102°5 52:7 11-3 10-0 5-1 15:1 17°5 9-1 1,013 714 
1927 
JANUARY 113°6 55-4 9-9 10-0 5-6 15°6 18-0 12-0 1,340 
FEBRUARY 93-9 52-9 10°8 9-4 5:6 15-0 17-5 10-9 1,235 109-0 
MARCH .. 113-5 62°1 10°8 9-5 5:7 15-2 7-9 9-8 1,106 
APRIL .. 100-6 52-6 11°8 10-2 §°5 15:7 18-6 9-4 1,076 106°6 | 
1928-29 
JANUARY 100-4 59-7 10-3 10°3 5:8 16-1 19-0 10-7 1,20 ) , 
FEBRUARY 98-9 57°2 ai°? 9°8 5°7 15-5 18-4 10-4 1,142 hes 
MARCH .. 110°5 65-0 11-3 9-6 5-7 15-2 18-0 9°5 1,067 
APRIL .. 96°8 55°3 11-0 10°5 6-0 16°5 19-2 9°5 1,081 
May ae 99-4 58-6 11°8 10°3 5°6 15-8 18-3 9°8 1,108 | a 
JUNE oe 99°4 59°5 11-5 9°5 5-1 14°6 17-0 10-7 1,166 
JULY ee 95°5 60°9 8-5 10-2 5°5 15:7 18-5 11-6 1,259 
AUGUST .. 97°7 62-2 8-8 9-3 4-9 14-2 16-9 11-6 ;| 1,314 S 93-3 
SEPTEMBER 87°7 56-6 6°9 9-1 4°9 14:0 16-9 11-4 1,303 f 
OCTOBER. . 102-6 64°3 8-9 10°2 5-4 15°6 18-8 11°8 1,339 
NOVEMBER 106-9 63°8 10°8 9°8 5-2 15-0 18-1 12-2 1,364 > 105-2 
DECEMBER 101°5 60-4 9-1 10-2 5°38 16-0 19-3 11-2 1,366 
JANUARY 116-1 | 66-9 9°38 10-4 55 15-9 19-1 12°3 | 1,427 | 1 108.7 
FEBRUARY 91-3 55*7 10°3 9°38 5°7 15-6 18-7 12-2 1,390 
MARCH .. 98-6 58 +6 10-0 9-9 5-6 15°5 18-4 10-1 | 1,243 











9 « 


1 Daily averages based on weekly or monthly returns. 2 “Country” clearings at London Clecarin 
House, 3 Up to June 1926 ten clearing houses, thereafter eleven. 4 Total clearings (London ‘* Country 
and Provincial) adjusted, for comparative purposes, by application of Board of Trade index number of wholesale 
prices (1924 = 100). 5 Average of four or five weekly returns. ® Reprinted by courtesy of the London 
and Cambridge Economic Service. 
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7. - TO r " 7 
RAliD INDUSTRY Table VI—cont. 
cE eee ee EREOP, MACHINERY | COTTON WOOL 
S) | 
on | Exports of Exports of Exports of Exports of Erports of 
Imports Exports Imports Exports | Yarns Piece Gvods Tops Wool and Wool and 
| Worsted Worsted 
Is of | Yarns Tissues 
Thousands Thousands £ ¢ Millions of Millions of Millions Millions Millions of 
| , of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
| 
337 1,023 3,849 16°8 356-1 3-0 2-9 17°3 
339 946 4,225 15-7 366°4 2°6 2°2 15°8 
| 407 1,279 4,146 16°0 403°2 2°9 2-4 14°5 
\§ 313 1,258 3,605 14-4 281-38 2°5 2°2 9-1 
555 1,308 15-9 3-0 3-4 15°9 
443 1,082 14°3 3:1 2-9 15-0 
i 478 1,344 19-3 4-6 4-0 13°3 
405 1,454 17-3 3°3 3°38 9-5 
| 284 332 1,345 14°9 337°4 4:0 
287 317 1,218 14°5 316-2 3:6 
272 409 1,529 15°5 397-4 4°2 
| 253 344 1,464 13-8 314-8 3-7 
237 359 1,372 14:1 288-9 4-6 
} 210 | 366 1,437 14-4 277°9 4°5 
| 219 | 333 1,461 11-4 338-6 4-2 
al 272 370 1,530 15-8 341-3 4-9 
184 295 1,231 11-2 298-2 3°3 
| 261 377 1,488 15-1 334-0 4°5 
i 233 399 1,422 15-4 331-4 4-1 
|— | 184 359 1,235 13-2 290°5 3°4 
244 421 1 7 16°9 379°3 3°6 
160 380 1,235 13°7 326-1 3-0 
1B] 182 350 1,444 13-5 334-0 3-3 
ee: National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
\ —_— es 
P UNITED KINGDOM U.S.A. GERMANY FRANCE 
of 
ac. Wholesale 1 | Wholesale] Wholesale | Cost of | Wholesale| Cost of 
1 Cost of (Depart- | (Reichs- Living (Statis- tLiving 
Living ment of bord) (Reichs- tique (Statis- 
soard of | “‘ Statist’ | ** Econ- (Ministry Labor) bord) Générale) tique 
lw Trade omist” of Labour Générale) 
July 2 1913/14 July 
1913= 100] 1913 = 100} 1913 = 100 | 1914 = 100 | 1926 = 100] 1918 = 100 | = 100 | 1913 = 100 | 1914 = 100 
ae 1926 ; 
‘“ JANUARY 150-1 152°-1 151-6 173 103°6 120-0 139°8 633-5 
; FEBRUARY 147°6 150°5 149°3 172 102-1 118-4 138-8 635-6 
a MARCH 144°3 148°4 147°1 168 100-4 118°3 138°3 631-8 451 
} APRIL 143°6 147°7 147°38 167 100-1 122°7 139°6 | 650-1 
1927 
0 JANUARY.. | 143°6 | 144°8 143-1 172 96-6 135:9 | 144°6 | 621-8 
—— FEBRUARY 142°6 146-0 144-7 171 95-9 135°6 145-4 631-6 
0 | MARCH 140°6 145-4 143°5 165 94-5 135-0 144°9 641°4 524 
APRIL 139-38 145-1 142°8 164 93°7 134°38 146-4 636°3 
‘ 1928-29 
o JANUARY... 141-1 142°2 141°5 166 96-3 138°7 8 606-7 
FEBRUARY 140°3 142-5 141°5 164 96°4 137-9 “6 608-8 
e MARCH 140°8 145-4 143°5 164 96°0 138-5 “6 622°8 507 
. APRIL 142-9 | 147°8 145°7 164 97-4 | 139°5 ‘7 | 623-8 
MAY 143-6 148°5 146°7 165 98°6 141-2 *6 632°3 
4 JUNE 142°6 144-2 144-5 165 97-6 141-3 “4 626-0 519 
3 JULY 141-1 141°5 141-9 165 98-3 141°6 6 623-8 
AUGUST 139°3 138°8 139-4 165 98-9 141°5 5 617-0 
i SEPTEMBER | 137°6 137-4 137°5 166 100°1 139-9 3 619-9 619 
- OCTOBER... 137-9 137-4 136-9 167 97°8 140°L 1 617-0 
NOVEMBER | 137-9 | 138-7 136-9 168 96-7 140-3 3 | 625-7 
7 DECEMBER 138-3 138-7 136°5 167 96°7 139-9 7 623- 531 
JANUARY... 138°3 137-6 136-1 165 97-2 138-9 3°1 630-6 
FEBRUARY 138-4 141°3 137°3 166 96-7 139°3 “4 638°5 
MARCH 140-1 | 141-8 138-1 162 139-6 55 | 639-6 547 
in _ 
y 1 The indices, which are for the 1st of the month, are entered for the previous month to 
“" facilitate comparison. 
2 The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 
are not strictly comparable. 
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International Banking Review 


UNITED STATES 


S was expected, the announcement of the amalga- 
> mation between the National Bank of Commerce 
with the Guaranty Trust Company has given rise 
to a wave of amalgamations among New York banks. 
The most important of them is the absorption of the 
Farmers’ Loan and Trust Co. by the National City Bank 
of New York. By this transaction the National City 
Bank has succeeded in maintaining its lead among 
American banks. This deal was followed by the an- 
nouncement of an amalgamation between the American 
Express Co. and the Chase National Bank. The former 
will retain its identity, but will become affiliated with the 
latter. Another important deal is the fusion arranged 
between Blair & Co. and the Bank of America, and its 
investment corporation, the Bancamerica Corporation. 
A new bank will be established under the name of Blair 
National Bank. The Central Union Trust Co. of New 
York will amalgamate with the Hanover National Bank. 
In spite of the great number of bank amalgamations, 
it is believed that the number of commercial banks in 
New York will not decline, as new banks are being 
established from time to time. The Lefcourt Normandie 
National Bank, which was established last year, is making 
good progress. It is organizing a securities corporation 
with a capital of $10,000,900. 

Contrary to rumours, neither the Equitable Trust 
Company nor the Bankers Trust Company is likely to 
be absorbed by any other bank. It is believed that, 
though other amalgamations of comparatively little 
importance may follow, the wave of bank fusions is now 
practically concluded. 

FRANCE 

The series of banking scandals in France continues 
unabated. The latest one is that of the Banque 
d’Escompte et de Bourse, whose director, Maurice 
Charandeau, has been arrested on a charge of unlawful 
conversion of 8,000,000 f. belonging to the depositors of 
the bank. The principal victims are small depositors. 
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The frequency of these scandals should not mislead 
| 
public opinion abroad upon ag standing of genuine 


French banking. As in 


Continental countries 


finance companies of every heesvinpiiian are very often 


termed “banks.” 


solid and reliable as in any other country. 
scandals tend to benefit the genuine banks, as the public 
is beginning to realize the necessity of dealing with first- 
class houses only, even if the rate of interest allowed 


on deposits is less attractive. 


The genuine banks in France are as 
The recent 


The following figures compare the net profits of 


number of banks for 1928 with those of 1927 : 


Comptoir National d’Escompte 


Banque de Paris et des Pays Bas .. 


Crédit Commercial de France 
Banque Transatlantique 

Crédit Foncier d’ Algerie 

Crédit Industriel et Commercial 
Banque d’Alsace et de Lorraine 
Banque des Pays du Nord . 
Banque Franco-Polonaise 
Crédit Martiniquais .. 


1928 


1927 


(In francs) 


460,916,000 
43,907,000 
27,390,000 
21,315,000 
12,534,000 
9,730,000 
15,110,000 
4,890,000 
4,575,000 
2,880,000 


40,694,000 
38,274,000 
24,475,000 
17,559,000 
12,335,000 
8,660,000 
7,050,000 
4,340,000 
4,466,000 
2,792,000 


Banque Pierard Mabile et C ie 2,525,000 2,425,000 
Banque de la Réunion 2,000,000 2,108,000 
Banque Argentine et rangaise 1,801,000 1,726,000 


An extraordinary meeting of the shareholders of 
the Banque Tr: insatlantique has decided to increase the 
bank’s capital from 60,000,000 f. to 80,000,000 f. The 
shares of 500 f. nominal will be issued at 875f. The 
Banque Albert Soula et Cie is increasing its capital from 
20,000,000 f. to 30,000,000 f. The shares of 500 f. 
nominal will be issued at 550f. The Banque Casati et 
Cie, Marseille, will increase its share capital, and will 
change its name into Crédit Marseillais. 

The reorganization of the Société Centrale des Banques 
de Province has already produced its beneficial effect. Its 
deposits showed an increase of 45 per cent. During 
the vear 2,835.000f. has been collected on account 


of debts written off previously. 
GERMANY 
The 1928 accounts, which have now been published 
for most banks, show very little change in the net profits 
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as compared with 1927. The Barmer Bankverein earned 
4,200,000 reichsmarks, against 4,180,000 reichsmarks for 
1927. The Rheinische Creditbank produced a net profit 
of 2,610,000 reichsmarks in 1928, as compared with 
2,505,000 reichsmarks for 1927. TheSuddeutsche Disconto- 
Gesellschaft increased its net profits from 2,130,000 
reichsmarks in 1927 to 2,160,000 reichsmarks in 1928. 
The net profits of the Schleswig-Holsteinische Bank 
A.G. were 651,000 reichsmarks, approximately the same as 
for the previous year. The Deutsch-Sudamerikanische 
Bank was one of the few banks which showed an increase 
of its net profits at 1,830,000 reichsmarks, as against 
1,473,000 reichsmarks for 1927. 

The Deutsche Rentenbank, which is being gradually 
liquidated, earned a net profit of 2,780,000 reichsmarks 
in 1928, against 14,100,000 reichsmarks in 1927. On the 
other hand, the Rentenbank-Kredit-Anstalt increased 
its net earnings from 15,860,000 reichsmarks in 1927 to 
17,860,000 reichsmarks in 1928. 


ITALY 


Another small bank failure has been announced 
during the past month. The Piccolo Credito Cuneo has 
got into difficulties, and has initiated negotiations with 
its creditors for a settlement out of court. Its share 
capital is 10,000,000 lire. 

Several small capital increases are being arranged. 
The Banca Sadun & Co., Milan, is increasing its share 
capital from 2,000,000 lire to 4,000,000 lire. The Banca 
Giammeri, Gagliardini & Co., Rome, is increasing its 
capital from 5,000,000 lire to 10,000,000 lire. 


HOLLAND 


The Rotterdamsche Bankvereeniging, in which 
British capital is interested, will absorb its provincial 
subsidiary, the Nationale Bankvereeniging. Three- 
quarters of the latter’s share capital is held by the former. 
The outstanding shares are being exchanged against an 
equal number of Rotterdamsche Bankvereeniging shares. 
The Nationale Bankvereeniging was established in 1916, 
and acquired the Zuid-Nederlandsche Handelsbank in 
1920. Its paid-up capital is 10,000,000 guilders, and its 
deposits and current accounts were 87,328,000 guilders 
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on January 1, 1928. Its net profits amounted to 
2,180,000 guilders for 1928, against 1,750,000 guilders for 
1927. The dividend remains unchanged at 5 per cent. 
The net profits of the Rotterdamsche Bankvereeniging 
amounted to 4,850,000 guilders for 1928, as compared 
with 4,290,000 guilders for 1927. The dividend remains 
unchanged at 5 per cent. An amount of 2,000,000 guilders 
will be applied for the redemption of outstanding 
certificates. 

The net profits of the Geldersche Credietvereeniging 
amounted to 1,220,000 guilders for 1928, against 820,000 
guilders for 1927. The Mahlers Bank, Amsterdam, earned 
a net profit of 329,000 guilders, against 187,000 guilders 
for 1927. It has raised its dividend from Io per cent. to 
I2 per cent. 

The banking firm, F. N. Horn & Co.’s Bank, Amster- 
dam, has changed its name into Depositenen Fondsen- 
bank. 

The Hollandsche Disconteeringsbank has applied to 
its debenture-holders for a six months’ moratorium for 
the payment of the coupons due on January I, 1929. 
The company is stated to have suffered losses on its 
participations in Dutch and foreign enterprises. 


BELGIUM 


The net earnings of the Banque de Bruxelles for 1928 
amounted to 65,900,000 f., against 46,743,000 f. for 1927. 
The dividend is again 13 per cent. on the increased 
capital. The bank’s report contains a list of its holdings 
in other banks. In addition to participations in a number 
of Belgian institutions, it holds 19,000 shares of Banque 
Internationale de Luxembourg, 5,000 shares of Banque 
Transatlantique of Paris, 50,000 shares of Bohemian 
Discount Bank, 70,000 shares of the Nederoesterreichische 
Escompte-Gesellschaft, 9,000 shares of the Bank of Com- 
merce of Warsaw, 6,000 shares of the Bank of Commerce 
of Riga, and 5,000 shares of the Slovakian General 
Credit Bank. 

The Banque des Colonies, Brussels, increased its net 
earnings from 8,972,000 f. in 1927 to 14,902,000 f. in 
1928. The net profits of the Banque de Commerce 
advanced from 9,992,000 f. to 10,007,000 f. 
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The Société Générale de Belgique is increasing its 
capital from 400,000,000 f. to 1,000,000,000 f. through the 
issue of 480,000 shares of 1,250 f. nominal. The issue 
price of the shares is 1,900 f. 


AUSTRIA 


The net profits of the Oesterreichische Credit-Anstalt 
for 1928 were 10,490,000 schillings, against 10,290,000 
schillings for 1927. The dividend remains unchanged at 
Io per cent. Deposits increased during the past year 
from 162,510,000 schillings to 199,010,000 schillings. 
The net profits of the Wiener Bankverein were 5,145,000 
schillings for 1928, a decline of 986,000 schillings against 
1927. The dividend has been reduced from 9g per cent. 
to 75 per cent. The Austrian Land Credit Institute 
produced a net profit of 10,680,000 —— for 1928, 
against 10,624,000 schillings for 1927 

CZECHOSLOVAKIA 

Most Czechoslovak banks show an increase in their 
net profits for 1928. The net earnings of the Bohemian 
Union Bank amounted to 34,300,000 crowns for last 
year, against 33,750,000 crowns for 1927. It has been 
decided to maintain the dividend at Io per cent. The 
Anglo-Czechoslovakian Bank earned a net profit of 
19,400,000 crowns for 1928, against 18,400,000 crowns 
for the previous vear. It has deck ired a maiden dividend 
of 5 per cent. The Bank of the Czechoslovak Legions 
increased its net earnings from 6,740,000 crowns to 
7,700,000 crowns. The net profits of the Slovakian 
General Credit Bank amounted to 3,945,000 crowns; 
those of the Ceska Banka to 4,398,000 crowns. 

HUNGARY 

The net profits of the Hungarian-Italian Bank were 
2,869,000 pengo for 1928. Deposits advanced during the 
past year from 96,300,000 pengo to 112,700,000 pengo. 
Discounts advanced from 47,200,000 pengo to 58,600,000 
pengo. The Hungarian General Savings Bank increased 
its net earnings from 1,184,000 pengo in 1927 to 1,889,000 
pengo in 1928. The dividend has been raised from 


13 per cent. to 14 per cent. The Hungarian Commer- 
cial Credit Bank produced a net profit of : 327,000 pengo 
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last year. It has raised its dividend from 12 per cent. to 
13 per cent. 

The Leopoldstadt Savings Bank, Budapest, has got into 
difficulties and will be liquidated. It is believed that the 
creditors will be repaid in full. The bank was established 
in 1895. It earned a net profit of 95,000 pengo in 1927, 
and paid a dividend of 7 per cent. 


RUMANIA 


The net profits of the Banque de Crédit Roumain for 
1928 amounted to 69,000,000 lei, against 59,000,000 lel 
for 1927. The share capital will be raised to 400,000,000 
lei. The net earnings of the Temesvarer Bank und 
Handels A.G., Timisoara, amounted to 26,908,000 lei for 
1928. The deposits of the Banca Marmorosch Blank & 
Cie, Bucharest, increased from 3,223,000,000 lei to 
},926,000,000 lei during 1928. Discounts increased from 
T,403,000,000 lei to 2,281,000,000 lei. The Banca 
Moldova is maintaining its dividend at 100 lei, in spite of 
the adverse conditions which prevailed in Rumania 
during 1928. The balance sheet shows an increase of 
creditors from 858,000,000 lei to 1,188,000,000 lei. 


YUGOSLAVIA 


The Government intends to establish a new Agrarian 
Bank with an initial capital of 300,000,000 dinars. Of 
this amount, 120,000,000 dinars will be subscribed by 
the Government and the rest by public corporations. 
The bank’s function is to provide credit to the small 
farmer. It will enjoy a number of privileges and its 
deposits will be guaranteed by the Government. 

The First Croatian Savings Bank earned a net profit 
of 17,368,000 dinars for 1928. It declared a dividend 
of 16 per cent. The Yugoslavenska Banka earned 
10,542,000 dinars for 1928. Its dividend has been fixed 
at 8 per cent. 

BULGARIA 

The Macedonian National Bank has been established 
in Sofia with a capital of 20,000,000 leva. The share 
capital was offered for public subscription, and was 
promptly subscribed. The promoters are the Committee 
of Macedonian Emigrants. 
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The following Bulgarian bank dividends have been 
declared for 1928: Banque Balkanique, 7 per cent.; 
Banque Franco-Belge de Bulgarie, 10 per cent.; Banque 
Franco-Bulgare pour le Commerce Internationale, 12 per 
cent. 

SWITZERLAND 

The net earnings of the Banca della Svizzera Italiana 
amounted to 775,000 f. for 1928. The Kantonalbank 
Swyz earned 563,000 f. for last year. The Bank in Lan- 
genthal increased its net earnings from 314,000 f. in 1927 
to 336,000 f. in 1928. The net profits of the Banca 
Unione di Credito, Lugano, advanced from 233,000 f. in 
1927 to 271,000 f. in 1928. 

The Metallbank A.G., Zug, which got into difficulties 
last year in connection with the failure of a Zurich 
banking firm, shows a deficit of 183,000 f. 


DENMARK 


The net profit of the Copenhagen Handelsbank 
amounted to 31,016,000 kroner for 1928. Its dividend 
has been fixed at 8 per cent. The Copenhagen Privatbank 
earned a net profit of 4,209,000 kroner last year. The 
Danske Landmandsbank produced a net profit of 
7,397,000 kroner. It paid a dividend of 5 per cent. 


SWEDEN 

Eight Swedish savings banks, the Allmanna Spar- 
bankens in Stockholm, Gothenburg, Oerebro, Verteras, 
Landskruna, Sundswall, and Lulea, and the Bergslager- 
nas Sparbanken in Falun, suspended payments. They 
are all independent undertakings formed in 1920. Their 
difficulties have arisen mainly from investment in real 
estate. It is stated that the number of depositors affected 
~ is about 75,000. 


POLAND 


A group of Polish agricultural credit co-operative 
societies intends to establish a mortgage bank with a 
capital of 25,000,000 zloty. An international group of 
banks, including the Banque de Paris et des Pays Bas, 
Lazard Brothers & Co., Bankers Trust Co. of New York, 
Blair & Co., and Chase Securities Corporation, will sub- 
scribe a considerable portion of the share capital. Among 
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Polish banking interests, the Bank Gospodarstwa 
Krajowego and the Bank Rolny will participate in the 
new bank. The bank will issue a loan of £4,000,000 to 
{5,000,000 in France, which will be followed by other 
international issues on more distant dates. 


ESTONIA 
The Tallinn banking firm, G. Scheel & Co., earned a 
net profit of 277,000 kroons in 1928, against 245,000 in 
1927. The divide nd remains unchanged at 6 per cent. 


PORTUGAL 


The net profits of the Banco Pinto and Sotto Mayor, 
Lisbon, amounted to 4,296,0co escudos for 1928. The 
dividend has been fixed at g per cent. A Government 
decree has fixed the capital of the Banco de Angola at 
50,000,000 escudos. The authorized capital is 120,000,000 
escudos for the first ten years, and 200,000,000 escudos 
for the second ten years. 


PERSIA 
The Persian National Bank, which was established 
recently at Teheran with a share capital of 2,000,000 
tomans, is opening branches at Bushire, Tauris, and 
Teheran-Bazaar. 


SPAIN 


The net profits of the Banco de Bilbao for 1928 were 
19,100,949 pesetas, not I,5 36, 000 pesetas, as Was errone- 
ously reported in a previous issue. 

The following figures compare the net earnings of a 
number of Spanish banks for 1928 and 1927 :— 


1928 1927 
(In pesetas) 
Banco Hispano-Americano . . ais .. 17,489,000 16,472,000 
Banco de Vizcaya .. es ‘i .. 17,562,000 12,851,000 
Banco Urquijo “a is én .+ 11,455,000 10,002,000 
Banco Gupuzcoano .. - si .. 2,909,000 2,322,000 
Banco de Aragon... ats ss ce 2,905,000 oe 1 )3,000 
Credito Navarro ais : .. 1,280,000 1,228,000 
Banco de Credito Local de E sp: ina .. 2,036,000 1,237,000 
Banco de Catalufia .. on ie .- 2,730,000 1,070,000 
Banco Castellano... ; - .. 1,039,000 T,039,000 
Banco Urquijo Vascongado - a 947,000 846,000 
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The Bank of External Credit, which will be established 
under official auspices, will have branch offices in Great 
Britain, France, Italy, Germany, Portugal, Buenos Aires, 
and in other South American Republics. 

The Banco Hispano-Commercial of Seville has closed 
its doors. Its manager and deputy-chairman have been 
arrested, and all documents have been seized by the 
authorities. 








ARGENTINE 
The net earnings of the Bank of Italy and the River 
Plate for 1928 amounted to 2,484,000 pesos. The divi- 
dend has been fixed at g per cent. The net profit of the 
Banco Municipal de Buenos Aires declined to 99,188 
pesos. The report states that in view of the poor result 
the number of employees will be reduced. 
GREECE 
The net profits of the Bank of Athens increased from 
45,000,000 drachmae in 1927 to 69,516,000 drachmae in 
1928. Both sight deposits and time deposits have more 
than doubled in the course of the past year. Its dividend 
has been fixed at 55 drachmae against 27 drachmae plus a 
bonus of Is. 6d. ine 1927. The dividend of the National 
Bank of Greece for 1928 is 2,600 drachmae, the same as 
for the previous year. 
CHILE 
The Banco de Chile y Alemania has decided to go into 
voluntary liquidation. The decision is surprising, since 
in 1927 the bank earned a net profit of g91,000 pesos and 
paid a dividend of 6 per cent. It was established in 
1924 under Chilean law, with a capital of 10,000,000 pesos, 
to take over the Chilean branches of the Bank fiir Chile 
und Deutschland, Hamburg. 
CHINA 
The Shantung Commercial Bank, which suspended 
payments some time ago, has resumed business. Holders 
of its notes may be reimbursed through the intermediary 
of the Chamber of Commerce of Tsinan. 
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MONTE VIDEO WATER WORKS COMPANY 


EXTENSION OF THE 


INCREASE 


HE fiftieth ordinary general meeting 

| of the Monte Video Water Works 

Company, Limited, was held on Friday, 
April 12, at 52 Moorgate, London. 

Mr. James Anderson (chairman of the com- 
pany), in the course of his address, said : 
From the report now in your hands you will 
have learned that we have at last attained 
the object we have been seeking for several 
years past—namely, permission to carry out 
a much-needed extension of the water supply 
of Montevideo. The Executive Government 
in December last as an emergency measure 
granted the company permission to proceed 
with the laying of a new 36in. pumping 
main, which was the most important item 
of the proposed extensions, the company on 
the other hand agreeing to make the reduc- 
tions in tariff designated in the ad referendum 
contract. This resolved the most important 
of the points under discussion between the 
Government and the company, and enabled 
us to commence at once with the most press- 
ing item of the proposed extensions. 

The pipes for the new main are being made 
by British makers, the successful tenderers 
being Stewarts and Lloyds, Limited, which 
firm supplied our last steel main, which has 
been twenty years in operation and given 
every satisfaction. 


Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 


Agencies in the principal cities 
of the Republic 


Banking connections throughout 
Europe and the United States 





Specially organized service for the 
Collection of Foreign Drafts 
and Bills 





SYSTEM 
OF CAPITAL 

When all the programme is completed, our 
new capital expenditure will, it is estimated, 
be in the neighbourhood of £750,000. We 
shall then, however, be in a position to extend 
our system to many new districts in the 
suburbs of the city which have been clamour- 
ing for a supply for years past, but which the 
company has not been able to give with the 
present equipment. We are confident that 
an extended capacity to supply will lead to 
a large increase in the sale of water. 

THE YEAR’S RESULTS 

The gross receipts of the last year amounted 
to £393,662, showing an increase of £12,499 
over those of the vear preceding, which is 
rather remarkable seeing that during the 
whole of the year we have been unable to 
take on any new customers. 

The net profits for the year under review 
amounted to £191,108, which enables us, after 
providing for our usual dividend of 8 per cent., 
to recommend the following appropriations 
—namely, (a) reserve fund £50,000, raising 
it to £510,000; (b) renewals fund £20,000, 
raising it to £140,o00—leaving a balance of 
£10,043 to be added to the carry-forward. 

The proceedings closed with a cordial vote 
of thanks to the chairman, directors, and staff 
at home and abroad. 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 180 


Capital subscribed Yen 100,000,000 

Capital paid up - - Yen 60,000,000 

Reserve Fund - - Yen 64,000,000 

Undivided Profits '- Yen 3,007,821 
(Dec. 1928) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Pombay, New 
York, S:anghai, Sourabaya. 


LONDON OFFICE: 


Winchester House, Old Bread Street, 
E.C. 2. 


Telephone - - 


LONDON WALL 2221-2 
4239 


” ” 


Cable Address ‘* MITSUIGINK, LONDON” 
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An Insurance Diary 


MARINE INSURANCE 


SiR SAMUEL Scott said recently that the Provincial 
Insurance Company are substantially reducing their | 
marine account, and Sir Joseph Broodbank, in his | 
address to the shareholders of the Employers’ Liability | 
Assurance Corporation, had not much comfort to give. 
He stated that during the last seven years millions had 
been lost in the marine insurance market and that few 
companies show any profit. Experiences for this year | 
continue very unfavourable. | | 
But, as has been over and over again pointed out in | 
THE UNDERWRITER, there are insurance offices who have 
made profits all through these bad times, just as there 
are farmers who make money in the worst of agricultural 
depressions. For instance, the British and Foreign Marine 
Insurance Company, of Liverpool, has earned a profit 
for the last five years, though for some years it has been a | 
small one. All depends on ’ the underwriter. | 
| 
| 
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SPECIALISTS IN THE SECURITIES OF ESTABLISHED “CHAIN STORE 
SYSTEMS AND IN PARTICULAR, CONVERTIBLE PREFERENCE SHARES. 


GRESHAM HOUSE, OLD BROAD STREET, LONDON, E.C.2 
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STEAMSHIP “‘EUROPA” 


The London market has lost very heavily over this. 
The building risk was covered for {2 millions, a large 
part held in London, either directly or by way of 
reinsurance. Of course, the vessel was not a total loss, 
but still the charge on the London market will be sub- 
stantial. In view of the accident, as much as 25s. per 
cent. is being paid to cover the remaining building risk 
on the Bremen. 


INTERNATIONAL SHIPPING CONFERENCE 


At the time of writing, an International Shipping 
Conference is in session in London. It carries on the 
work of a similar conference in 1914, and the scope of 
its inquiries is a wide one. The Government gave a 
dinner in honour of the delegates. 


FIRE LOSSES FOR THE FIRST QUARTER 
These are disastrously high, the dry weather being 
responsible. They amounted to {£3,496,000, against 
£1,715,000 for the same period last year, or more than 
double. 


FIRE LOSSES IN AMERICA 

Unlike Great Britain, the losses in the United States 
and Canada for January and February are exceptionally 
low. They are $63 millions, against $84 millions for the 
same period last year. It is clear from inspection of the 
figures that a progressive decline is taking place in fire 
losses, whereas in Great Britain they are increasing 
since 1927. 

HEATH FIRES 

The dry weather has had distressing consequences in 
heath and woodland districts. Fires are reported from all 
parts of the country from the north of Scotland down to 
Kent and Surrey. There has been a bad fire in Epping 
Forest and Sherwood Forest also has had a narrow escape. 
Even Wimbledon Common has been partly burnt out. 


INVESTMENT. OF INSURANCE FUNDS 
Out of assets of more than {100 millions, the Sun Life 
of Canada have over £33 millions invested in ordinary 
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stock. Mr. Macaulay, the president, stated recently 
that the market value of the company’s securities could 
sink by {20 millions without reducing their surplus by 
£1, which is a truly amazing result. 

Mr. Macaulay dislikes mortgages and, of course, it is 
common knowledge that this class of investment is not 
nearly so popular in Canada as it is here. The large 
size of the country, the difficulty of obtaining reliable 
valuations, the fluctuation in the price of land and the 
many attractive investments which provide an alterna- 
tive, all combine to make mortgages undesirable. 


AVIATION INSURANCE IN U.S.A. 


Interesting news comes from across the Atlantic. 
A strong company has been formed to finance the pur- 
chase of aeroplanes on the instalment system, to insure 
the sellers against loss and to cover the aeroplane when 
bought. The buyer, on receiving his aeroplane, pays 
one-third of the purchase price, plus cost of insurance. 
Cover against theft, fire, storm, and crash approximates 
16 per cent. of the cost of the plane, partial risks costing 
proportionately less. This is lower than Imperial Airways 
paid at the beginning of their career, when they were 
charged between 20 and 22 per cent., but considerably 
more than they are believed to be paying now. 16 per 
cent. is an enormous premium, and civil aviation cannot 
possibly pay unless it is reduced. At the same time, it 
only can be reduced as the risk declines. 


POST OFFICE INSURANCE 


It is now common knowledge that the Prudential 
Assurance Company offered to take over the Post Office 
insurance scheme which, as reported in previous numbers 
of THE UNDERWRITER, has been dropped. Sir Edgar 
Horne made the offer upon the terms that existing 
reserves should be transferred and that the Prudential 
would guarantee, not only the face values and other 
conditions of the policies, but also full participation in 
the benefits of the company’s industrial bonus scheme, 
and the company was prepared to collect the premiums 
at the home of the policy holders. The Postmaster- 
General replied that, since an Act of Parliament would 
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be required, he could not accept this offer, which assuredly 
is a most generous one. 


MOTOR INSURANCE 


As stated in the last number of THE UNDERWRITER, 
the Co-operative Insurance Society, Ltd., have stiffened 
up their rates for the London area. They are now making 
an advance on country rates for private cars of approxi- 
mately 10 per cent. The London increase was 20 per 
cent. 


MOTOR ACCIDENTS 


The Chief Constable of Carmarthen has presented an 
analysis of traffic accidents, which, according to his 
attribution, places the chief responsibility on pedes- 
trians. Out of 437 casualties, 114 were caused by their 
carelessness. 


COMPULSORY THIRD-PARTY INSURANCE 


This subject shows no diminution of popularity. 
Mr. M’Connell, of the Royal Insurance Company, gave 
evidence on behalf of the Accident Offices Association 
before the Royal Commission on transport. He was 
dead against compulsory insurance. Whilst the present 
system kept accidents under control, the compulsory 
method would have the opposite effect. Furthermore, 
he pointed out that, whereas at present the car-owner 
insures for his own protection, compulsory insurance is 
really a scheme for the protection of the public. He ended 
up by saying that, if compulsion were introduced, there 
was no necessity for State intervention, with the implica- 
tion that the present offices could carry it out if it were 
so ordained. 

All this is most true. At the same time, there is 
such a public demand for some protection for the public 
(and, of course, Mr. M’Connell is quite right, and it is the 
public, and not the driver, who is to be protected) that, 
unless the insurance offices do something, there is a 
danger of State action. 

Further, the London Traffic Advisory Committee have 
voted unanimously in favour of the system. Upon the 
other hand, the Massachusetts experience is unfortunate, 
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as since compulsion accidents have undoubtedly increased, 
though other causes may be in operation. 


STREET ACCIDENTS 


The London Safety First Council, in view of the 
increased accidents in the metropolitan district, are 
calling for an intensified campaign. Casualties for 1928 
were 1,244, against 1,092 for 1927. 


NEW SYSTEM FOR MOTOR-CARS 


The Scottish Automobile and General Insurance 
Company have carried out their intention of rating cars, 
not entirely on value or horse-power, but on type and 
quality. They have issued a book giving the new rates 
and the experiment is one of extraordinary interest. 


CO-OPERATIVE INSURANCE ADVERTISING 


This subject has been referred to more than once in 
THE UNDERWRITER. The National Association of Life 
Underwriters of America are now proposing to spend half 
a million dollars a year for joint advertising. The cam- 
paign will not refer to any particular company or to any 
particular type of cover. 


FRIENDLY SOCIETIES’ ACCOUNTS 


The Chief Registrar of Friendly Societies is reported 
to be considering the taking of action to secure the more 
efficient auditing of branch accounts. 


DEATH-RATE THIS SPRING 


There have been 104,000 deaths in the great towns of 
England and Wales for the first twelve weeks of this 
year, compared with 64,060 for the corresponding period 
last year. 12,000 people have died of influenza, against 
only 1,300 last year. 


CALEDONIAN INSURANCE SHARES 


This company, requiring additional capital, is making 
an issue of 26,000 shares of £5 each, on which £1 will be 
called up, at £14 per share. The shares are offered to the 
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shareholders. Since the market price of them is some- 
where round about £25, the offer represents a substantial 
bonus to the proprietors. 


A ZURICH COMPANY IN BIRMINGHAM 


The Zurich General Accident and Liability Insurance 
Company have opened a branch in the Midland Hotel, 
Birmingham, under the management of Mr. Nelson 
Potter. 


COVER AGAINST BURST PIPES 


Certain companies, of which the Union Assurance 
Society, Ltd., is one, are offering policies at a low rate 
to cover dwelling-houses against the above risk as well 
as risk of fire. 


INSURANCE OF FISH 


Our contemporary, “The Review,” contains an adver- 
tisement asking for a company to insure fish-breeding 
grounds in France. It is difficult to believe that this 
risk has ever been covered before. 


PERSONAL 


Sir Joseph Burn, General Manager of the Prudential 
Assurance Company, has been appointed a director of the 
Trade Indemnity Company, Ltd. 


Mr. Frank Haycraft has been appointed a director of 
the Prudential Assurance Company in place of the late 
Mr. Daniel Wintringham Stable. Mr. Haycraft is assistant 
manager of the company. 


The Caledonian Insurance Company have formed a 
London Board, composed of Sir Henry M’Mahon, Mr. 
Robert Vere Buxton, and Mr. Clinton F. Chance. 


Mr. Frederick Charles Fairholme has been appointed 
a director of the Iron Trades Employers’ Insurance 
Association in place of the late Mr. William Jackson. 


Mr. A. R. Wagg has been appointed a director of the 
Provident Mutual Life Assurance Association. 





AN INSURANCE DIARY 221 


Mr. A. B. Stewart has been elected chairman of the 
Lloyd’s Underwriters’ Association. 


Mr. John Charles Galloway, M.D., has been appointed 
a medical referee under the Workmen’s Compensation 
Acts for Banff County. 


Mr. Thomas Hughes Jackson, J.P., has retired from 
the Board of the British and Foreign Marine Insurance 
Company owing to advancing years. 


Mr. Alfred Henry Sayer, M.C., has been appointed a 
director of the Wesleyan and General Assurance Society 
in the room of the late Mr. Alfred Franklin. 


Mr. Frederick H. Ecker has been elected president of 
the Metropolitan Life of New York in succession to the 
late Mr. Haley Fiske. 


_» The directors of the Yorkshire Insurance Company 
have elected Sir James Hamilton to the chairmanship 
in succession to Mr. Edwin Gray, who has retired owing 
to ill-health. 


Mr. J. O. M. Clark has been elected to a seat on 
the Head Office Board of the Yorkshire Insurance 
Company. 


Mr. William Melville Codrington, M.C., has been 
appointed to the Head Office Board of the National 
Provincial Insurance Company, Ltd. 


We have to report the death of Mr. Thomas Meares, 
a director of the Legal Insurance Company. 


Lord Montagu of Beaulieu, who recently died, 
was a director of the Fine Art and General Insurance 
Company and the National Mutual Life Insurance 
Company. 


Sir Vincent Meredith, Bart., chairman of the Canadian 
Board of the Royal Exchange Assurance Corporation 
and a director of the Standard Life Assurance Company, 
has died in Montreal. 














THE UNDERWRITER 


+S) 


2 


No 





Retirement Pensions in Industry 
and Group Life Assurance 
By Frank Plachy, Jr. 


HERE has been a marked increase of interest in 

pension schemes and group life assurance through- 

out British industry and finance in the past few 
months. This interest has been awakened partly because 
of the great technical advances that have been made in 
the scientific development of these projects, and partly 
because of a growing conviction that in many enterprises 
progress and efficiency are being intolerably handicapped 
by a static and more or less moribund personnel. The 
very stability and conservatism which have been such 
an asset to this country have also been responsible for 
the creation of an undesirable by-product in the shape 
of employees who have outlived their years of efficient 
service in industry, but who have been retained because 
employers have hesitated to discharge faithful workers 
who have not been able to accumulate resources on which 
to live after retirement. 

The retention of such workers has constituted in fact 
the payment of innumerable hidden pensions, but it has 
done more than that. Ambition and movement are the life- 
blood of modern business enterprise, and the retention 
of aged workers who ought to be retired in the interest of 
efficiency has discouraged younger men, destroyed initia- 
tive, and slowed up the aggressiveness of the organization 
at a period when competition and revolutionary changes 
in world industrial conditions require that a successful 
business be alert and on its toes every minute. 

A sound pension plan corrects this evil, because it 
provides a means for the retirement of those who con- 
stitute a drag on the business and encourages the younger 
employees by demonstrating that the opportunity for 
promotion is assured. At the same time it creates 
loyalty among the workers and destroys the depression 
which every worker feels who contemplates a time of life 
when he will no ionger be able to hold a place in industry 
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but who is without resources to maintain himself in 
comfort without continued labour in some form. 

Many employers have hesitated to investigate the 
possibilities of a pension scheme for their organization 
because of a feeling that it would be too costly. That 
objection has been overcome by the development of 
plans which fund the cost of pensions for past service of 
older workers over many years, thus distributing the 
load so that it is not a burden and providing facilities 
for the immediate retirement of aged workers. Pension 
plans are receiving intensive study overseas, where it is 
considered that they combine good business and justice 
to workers in an extraordinary degree. One of the most 
comprehensive studies of pension problems ever made 
was that of a committee of the New York Stock Exchange, 
which investigated the matter for three years and then 
reported their conviction that the following principles 
should govern the formulation of a retirement system :— 

“It should be based on definitely calculated retire- 
ment benefits rather than on final salaries of employees. 
The latter basis has been used in many instances, and 
changes in the wage situation with consequent changes 
of benefit, which could not be predicted, have brought 
embarrassment upon plans that had every appearance 
of being soundly set up. 

“We have become convinced that a pension promise 
made today should be covered by financial provision 
made today, rather than left as a responsibility for a 
future board. In other words, that the system should 
be set up on a reserve basis in such fashion that its assets 
may always equal its liabilities, and that if change or 
abandonment becomes necessary or desirable in future 
years, such change or abandonment may take place 
without the breach of any promise or the deposit of any 
additional funds. 

“We have found that many plans originally well 
conceived have come to grief because of changes in rates 
of mortality and seemingly minor alterations “of benefits 
in later years without coincident financial provision. 
We have further found that the experience in England, 
where pension plans have been long in existence, is 
that those administered by assurance companies are not 
only guaranteed as to their benefits, but have actually in 
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experience given greater money return for the investment 
than the privately administered funds. 

“It is the consensus of opinion that pension funds 
conducted on a contributory basis under which the 
employees are permitted to share in the cost and at the 
same time to increase their benefits are not only more 
highly appreciated by employees, but serve as a desirable 
incentive to thrift. 

“Your committee therefore recommends the adoption 
of a plan :-— 


“1. With definite benefits. 

“2. Set up on a reserve basis. 

“3. Administered by a financial institution ; and 
‘““4. On a contributory basis.” 


All of these points and a great many more are met 
by the pension schemes which many British business 
enterprises are now adopting in co-operation with their 
employees. It is incontestable that a satisfactory scheme 
must be contractual and ought to be contributory. No 
board of directors or management wishes to adopt a 
scheme which will tie the hands and constitute a far- 
distant liability for future managers; therefore the 
proper trustee for a pension scheme is a life assurance 
company, whose business it is to make such contracts. 
Thus the worker knows that whatever may be the fortunes 
or future policy of the employer, he (the worker) has an 
ironclad promise from the assurance company which 
safeguards the contributions both the worker and the 
employer have made to the scheme. The employer, on 
his part, has only bound himself for the current year 
and may amend or discontinue his contribution to the 
fund if such action becomes necessary or desirable. 

Such schemes ought to be contributory. A scheme in 
which the worker invests part of his savings in conjunction 
with contributions from his employer to safeguard the 
worker’s future builds an extraordinary cohesiveness in a 
business organization. Where both contribute there 
can be no suggestion of charity or paternalism or of 
doubt on the worker’s part concerning eventual payment 
of the pension. Such a pension is regarded strictly as a 
business matter by both employer and worker, with the 
added fact, however, that the action of the employer is 


alee: cet an ot all on on | 


Ta a eS ee 


im ot oe et a lUlketlU COU ee Ce a as 





RETIREMENT PENSIONS 225 


uniformly appreciated by the employees where such 
schemes have been instituted. 

Pension plans in industry have a long history in 
England and a much shorter experience overseas, but 
the history of both has been strewed with unhappy 
wrecks where attempts have been made to conduct 
them by the enterprise whose employees were to get the 
pension, and where unsound or insufficient actuarial 
advice and data were depended upon. There has, how- 
ever, been steady improvement in this respect. A sound 
plan, guaranteed by an assurance company, is that of the 
Marconi Company, which was established in 1914 and 
has functioned for fifteen years. In practically all the 
plans now being established in Great Britain group life 
assurance as well as pensions is included, and many 
schemes include provision for health and accident benefits 
and for nursing service. 

It may prove of interest to give specific details and 
costs of some of the pension schemes which have recently 
been adopted by representative British companies. Group 
pensions, as they are called, combined with group assur- 
ance, will cost the employer approximately 2} to 3 per 
cent. of his payroll, including substantial pensions in 
respect of past service of the workers. The employees’ 
cost will be the same. This means that for 3 per cent. 
of his earnings the employee gets life assurance amounting 
roughly to one year’s earnings plus a pension amounting 
to I per cent. of his earnings multiplied by his years of 
service. Salaried staff generally require the provision of 
a pension of 2 per cent. of salary multiplied by years of 
service, in which case costs will rise to from 44 to 54 
per cent. of payroll. In all these schemes the worker 
can never lose; he is certain under any circumstances to 
get back at least the amount of his own contributions to 
the pension either with or without interest, while if he 
reaches pension age, but dies before he has received back 
as much as he had paid in, the balance is paid to his heirs. 

An excellent pension scheme which has _ recently 
come into operation is that provided for their staff by 
Messrs. Erlangers, the well-known bankers. This scheme 
is notable in that it provides for retirement at age sixty, 
as contrasted with the usual sixty-five, although very 
liberal provision for enlarged pensions is made for those 
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who continue in active service after that age. The 
following schedule shows the main outlines of this scheme : 


Amount of Annual Pension 


(payable monthly for life) eer Welly 





Class Annual Earnings ; : 3. ...,.,| Of Death Cost to 
from age 60 for each year . > , 
RI ; | Benefit Employee 

of service from Aug. I, 1928 : 

£ s. 4. £ s. d. 

A | £150 and under I oo 100 I o 
B | £151-£250 I 16 0 200 > 6 
C | £251-£500 3 12 0 | 300 6 Oo 
D | £501-£600 6 oO O | 350 10 O 
E_ | Over {600 9 0 O | 600 15 0 


Past service under this scheme is credited on a basis 
of two-thirds of future benefits as shown above. 

Another interesting pension scheme is that of Kodak, 
Ltd. Kodak has 20,000 employees, of whom 2,500 are in 
Great Britain. This scheme is interesting because it 
shows how an existing provident fund may be converted 
and serve as the base for an excellent pension scheme. 
The Kodak Company had for years paid a wage dividend. 
There was also a Kodak Employees’ Association to which 
the company and its founder, George Eastman, had 
contributed funds. The income from this fund in recent 
years had been used to grant pensions to retired employees, 
but was inadequate for this purpose. 

Accordingly, a plan was worked out by the company 
and the Kodak E mployees’ Association by which pen- 
sions, life assurance, and disability benefits were guaran- 
teed to the employees, and the ‘accumulated funds, to 
which the company made a further contribution, were 
turned over to a life assurance company. T hus the 
accrued cost of past service was wiped out at once instead 
of being funded over a period of years, and all past 
liabilities were assumed and guaranteed by the assurance 
company. The chairman of the Kodak Company, in 
making the announcement of the pension fund to the 
employees, said, in part :- 

“When the wage div idend was established, the pur- 
pose, first of all, was that it should provide employ ees, 
in a lump sum annually, with a sufficient amount of 
money for investment, so that, after a reasonable period 
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of service, the employee would have accumulated from 
these wage dividends sufficient property to produce an 
income during old age. Of course, it was also the inten- 
tion that employ ees who contribute so largely to the 
success of the company should, through the wage dividend, 
share in the profits coming from its success ; yet of even 
greater importance in the ‘minds of the directors was the 
idea that these w age dividends would enable the em- 
ployees, during the ‘active years of their life, to provide 
against disability and the lower earning power that 
might come with old age. The plan adopted, to a large 
degree, assures our employees a comfortable income in 
their old age.’ 

The cost of this plan is met by a small reduction in 
the wage dividend, which continues as before except 
for the comparatively moderate amount which is annually 
handed over to the assurance company. 

A great advantage of these new plans is their remark- 
able flexibility. Practically every one differs from others, 
being adapted to the special circumstances of the enter- 
prise for whose employees it is intended. Another good 
example is the plan recently adopted by the Sun Engrav- 
ing Co., Ltd., for its staff and supervisory employees. 
This scheme is an excellent one for a medium-sized busi- 
ness. Those eligible to participate in this scheme are 
divided by earnings into four classes, and their benefits 
and costs are as follows : 


Amount of Annual Amount Weekly 
Employee’s Annual | Pension payable, one- of Group | é . 
; : Cost to 


Class Earnings twelfth monthly for Life | a ne 
life, from age 65 Assurance} ““™Ployee 
For each year of 
future service 
a ee £ s. d. 
A £150 and under I 10 O 100 I 9 
B £151-£250 2 I0 O 200 3 0 
C f 25I- <A 350 4 0 © 300 4 9 
D Over f 350 | 5s @ 6 400 6 0 





In comparing this schedule with that of Messrs. 
Erlangers’ scheme, sight must not be lost of the fact that 
the E “rlangers’ employ ees are eligible for retirement on 
pension at sixty, while in the Sun ‘E ngraving scheme and 
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in the majority of schemes the pension age is sixty-five, 
a difference of great importance from the standpoint of 
actuarial calculations. The Sun Engraving scheme is 
based on full benefit from the date of the scheme’s 
inauguration to age sixty-five, multiplied by one-half the 
number of years service the employee has already com- 
pleted. A typical illustration of the practical working 
out of this scheme is as follows :— 

Assume employee now age forty-five, with twenty years’ 
past service, earning more than £350 per annum :— 

1. The company buys for him on account of past 
service a pension from age sixty of £5 for each of ten 
years of his past service (one-half past service). 

Past service pension provided without cost to him £50. 

2. He pays 6s. per week from now until age sixty-five 
for a pension of £5 for each of the twenty years between 
now and age sixty-five. 

He pays £312 in twenty years for annual pension of 





£100. 
Pension from age sixty-five : 
Past service .. “s - - - - .- £50 0 0 


Future service hid wt os ‘eis ae ss OOo 0 0 


Total annual pension payable (one-twelfth monthly) for 
life .. os ‘ es ee ie os .. £150 0 O 


In addition, he has a guarantee that if he does not 
live long enough to collect at least four-fifths of the 
amount he has deposited in pension payments, the 
difference will be paid to his heirs on his death. Further- 
more, he has £400 life assurance, costing only 4d. per 
week per cent. from age sixty-five onward. Technically 
the pensioner is supposed to pay this assurance premium ; 
in actual practice employers generally include it in their 
other payments for their share of the scheme to the 
assurance company. 

This scheme contains an interesting additional thrift 
provision. All who come under its benefits have the 
privilege of buying an additional pension for themselves 
at group annuity rates. The guarantee by the assurance 
company to return all contributions in any case extends 
to this additional feature. The following table, for male 
lives, shows the monthly premiums payable until age 
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sixty-five to secure deferred annuities of £5 per annum 
payable monthly after age sixty-five, with provision for a 
return of all premiums paid less any annuity payments on 
death at any time or withdrawal before retirement :— 





Nearest Age Monthly Nearest Age Monthly 
at Entry Premium at Entry Premium 
s. d. s. d. 

20 eo 7 38 I 8 
21 2 -F 39 I 9g 
22 0 7 40 I II 
23 o 8 41 a 
24 o 8 2 2 3 
25 0 9g 3 25 
26 Oo 9 44 a 7 
27 oO 10 45 2 10 
28 o 10 46 3 2 
29 oO II 47 3 5 
30 F © 48 3 9 
3 I 1 49 4 1 
32 £ z 50 | 4 6 
33 I 2 51 5 0 
34 -. 52 5 7 
35 I 4 53 6 3 
36 a. 54 7 0 
37 a. 55 8 oO 








Another interesting scheme is that which has been 
installed for its employees by the Country Gentlemen’s 
Association, Ltd. This is considered to be a particu- 
larly good scheme for an organization consisting of a 
moderately young to middle-aged group. The cost to 
the employer and to the employees is 5 per cent. of 
payroll, and is based on 2 per cent. pensions for future 
service, and 1$ per cent. pension for past service before 
the inauguration of the scheme. The schedule of benefits 
and payments for the Country Gentlemen’s staff is given 
in the next table. 

This scheme includes a remarkably liberal and 
probably unique provision for those members of the 
staff who have been in the employer’s service for fifteen 
Or more years. In the event of total and permanent 
disability of such an employee, a pension for life calculated 
upon the amount of the contributions of both the 
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I | 2 3 «| 4 5 6 


| Pension in | Pension in 
respect of respect of 
| each year each full 
| Annual Life of service year of Contribution of 
Class Salary Assurance from service each Employee 
July 1, prior to 
1928, july 1, 
onwards 1928 
Weekly. 
£ fs. d.| £ s. d. fa ¢€ 
A |Under {£50 100 I 0 0| O15 oO o I °) 
B | £51-£100 100 Imo 0} I 2 6 * 2 Bes, 
C fror1-{150 125 210 0| 117 6 0 2 6}%4 
D (£151-£200 175 310 0o| 212 6 0 3 _ 
£ £201-£300 250 5 © O| 315 O 0 5 0 
Monthly 
* \£301-£400 350 7 00/] 5 5 O - 
G £401-{500 450 9 0 0| 615 Oo I17 6 
H (£501-{600 550 Ir 0 0; 8 5 O 2 42 
I \£601-£700 600 13 0 0; 915 Oo 214 2 
J £7o01-£800 600 15 0 0 II 5 O 3 2 6 
K (£801-£900 600 17 0 0} 1215 Oo 3 I0 10 
L \{g01-£1,000 600 Ig 0 0/14 5 O 319 2 
M |£1,001-1,500 600 25 0 0| 18 15 oO 5 4 2 
N (£1,501 and 600 35 0 0 26 5 Oo 7 5 10 
over. 





employer and employee will commence to be paid three 
calendar months after admission of proof of such dis- 
ability, and the life assurance will be kept in force by 
the employer during the payment of the pension in the 
same way as during payment of a normal pension from 
age sixty-five. It would be difficult to imagine how any 
human being could be provided with more adequate 
protection against * ‘the slings and arrows of outrageous 
fortune’ than in this scheme. 

A finishing touch to this scheme is a marriage dowry. 
The employer agrees, in the event of any female ‘employee ee 
leaving the service to be married, to add to the particular 
option she has chosen regarding her future participation 
in the pension scheme the then cash value of the con- 
tributions paid by the employer into the pension fund in 
respect of her pension, provided only that she has con- 
tributed to the scheme for one full year before marriage. 

Three other schemes may be mentioned briefly : 
Messrs. Sedgwick, Collins & Co., Ltd., insurance brokers, 
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have adopted a scheme for their employees which, while 
including the usual benefits of other group pension 
scheunes. also provides life assurance rising in the case of 
= higher-paid staff to £1,000. Messrs. George Brettle & 

: Ltd., textile manufacturers, have a scheme which is 
pons ra to be particularly well adapted to a manufactur- 
ing enterprise. This scheme now applies to about 1,000 
employees, to whom the cost is 2} per cent. of earnings. 
The employer’s cost is approximately the same. Under 
this scheme, of every shilling contributed by the workers 
ninepence goes to pay for pensions and threepence for 
group life assurance. Present employees over fifty-five 
years old are included for group life assurance, but not for 
pensions, the employer providing non-contributory pen- 
sions for those over fifty-five who are retired after long 
service in his own discretion. In future, employees will 
all participate. The main details of the George Brettle & 
Co. scheme are as follows :— 


Employees’ Amount of Annual Pension Amount | Weekly 


Class Annual (Payable monthly for life) of Death | Cost to 
Earnings from age 65 Benefit | Employee 
A | {150 and under | {1 for each year of service | {100 1/- 
3 | £151-£250 {2 for each year of service | £200 2/- 
C | £251-£400 £3 for each year of service £300 3/- 
D | £401-{500 £4 for each year of service | £400 4/- 
E | Over £500 £5 for each year of service | £500 5/- 





The employer provides pensions for past service on 
half the above scale. 

In view of the considerable sums paid by workers who 
are members of trades unions to those organizations in 
this country, it would be interesting to make a comparison 
of the benefits they receive from their union payments 
and benefits that could be purchased under such group 
pension and group assurance schemes as have here been 
outlined. It may confidentally be asserted that the 
unions would make an exceedingly poor showing in any 
such comparison. This would be especially true in such 
unions as those associated with the printing industry, 
where wages and trades unions assessments are both a 
good deal higher than the average in most trades. This 
disparity in benefits purchasable for a given weekly 
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contribution has been graphically shown in firms which 
have installed group pension and assurance schemes for 
staffs and supervisory employees, but have refrained from 
extending it to members of trades unions because it has 
been felt that the dues paid to such unions have been 
taking as much of the worker’s income as he can afford 
to spend for such purposes. 

A typical trades union pension scheme is that of the 
London Society of Compositors, which has 1,500 members 
on pension. This society pays pensions of £2 per week 
to members who have attained the age of sixty and have 
thirty-five years’ consecutive membership. Members are 
now paying 6s. 6d. weekly to the society’s funds, an 
increase having recently become necessary because of 
the growing number of pensioners and greater longevity. 
These workers are of the class who would probably come 
within the earnings group in the schemes heretofore 
mentioned, in which the employees’ contribution is 3s. 
weekly. On any basis the comparison is in favour of the 
assurance company’s scheme. The London Society of 
Compositors is barely able to collect enough from its 
active members to pay pensions on the present scale, and 
with the passing of years the burden must inevitably 
increase. There is no contract or funded reserve to 
guarantee the pension in the declining years of the mem- 
bers and if, as usually happens in assessment schemes, 
the load becomes too heavy for the younger members, 
and the pensions either have to be reduced or entirely 
scrapped, the plight of those dependent upon this 
expected income will be deplorable. 

In view of the many old-established pension schemes 
in existence in this country it may be of interest to know 
that the group life assurance feature can be added to 
existing schemes. This has been done by the Midland 
Counties Dairy, Ltd., who have. provided all their 
employees with assurance in the sum of £100, the com- 
pany bearing all the cost. This assurance scheme 
continues in force after pension age for all employees 
retired under the company’s pension scheme. 

The social and economic effects which would follow 
the widespread adoption of group pensions and group 
life assurance by British industries offer a tremendous 
field for conteraplation. A striking paragraph in the 
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recent Melchett-Turner report calls attention to the fact 
that there are 340,000 workers more than sixty-five years 
old still employed in industry in this country. If the 
widespread existence of pension schemes made it possible 
to retire these workers with an income providing reason- 
able comfort, the way would immediately be opened for 
the employment of many more than that number of 
young workers, with consequent reduction of the problem 
of unemployment and of the burden it now constitutes 
on the ratepayers and taxpayers. Had pension schemes 
been established more generally throughout industries 
twenty years ago many of today’s problems would be 
much less serious. 

Group pensions and group life assurance are in no 
sense experimental. They provide a socially and mathe- 
matically sound solution of problems which have con- 
fronted and vexed this country since the Industrial 
Revolution of early in the past century. Industry can be 
organized to prov ide for its outworn personnel; and such 
provision will cut the ground from beneath the feet of 
the agitator against the social order and remove from 
politics an issue which has always been singularly 
attractive to the demagogue. 


American Insurance Affairs 
By Our New York Correspondent 


surance hold the centre of the stage here. At this 

writing the outcome of the commotion is not 
certain, but it appears likely that it will be a flat reduction 
of 10 per cent. in rates. The trouble started when two 
prominent companies under the same management an- 
nounced on March 25 a “merit rating”’ plan under which 
owners of private passenger cars who declared that they 
had had no accidents during the previous two years 
and agreed to have the brakes and steering gear of ‘their 
cars inspected semi-annually would be granted a 10 per 
cent. reduction from the regular rates for liability and 
property damage insurance. “Immediately the companies 
affiliated with the National Bureau of Casualty and 
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Surety Underwriters, as well as some others, saw the need 
of protecting their business and adopted a similar plan. 
Almost at once some companies began to abuse the plan 
by accepting declarations from brokers instead of requir- 
ing them to be made by the assured, and the belief became 
fairly general that the 10 per cent. reduction in rates 
would be allowed even if the car had been in accidents, 
provided the broker who was handling the insurance was 
placing a large business with the insurance office. Accord- 
ingly, one company filed with the New York Insurance 
Department a flat 10 per cent. reduction in rates on 
private passenger cars, and others filed other schemes, 
such as charging the regular premium, but insuring for 
higher limits of lability. A few of the smaller companies 
already had their individual plans in effect. The result 
is that for the time being the practical uniformity in 
rates which has existed is upset. As most of the com- 
panies have shown a disposition to grant a Io per cent. 
reduction in rate on a large part of their business, it is 
anticipated that the New York Insurance Department, 
which is charged with the duty of supervising rates as 
to their reasonableness and adequacy, will call a meeting 
of companies and advise them to file a 10 per cent. 
reduction in rates on private passenger cars and possibly 
also on other classes, and thus restore general uniformity. 

The casualty companies are also in trouble over their 
rates on fleets of automobiles. The premiums on the 
fleets of trucks, such as many large corporations operate, 
are so large that companies have been adopting all sorts 
of subterfuges and violations of the rules of their own 
organization in order to get this business. The irregulari- 
ties became so general and serious that New York City 
managers of companies appealed to the Insurance Depart- 
ment for aid in restoring better practices. The Insurance 
Department responded, perhaps more vigorously than 
was anticipated, called the attention of the companies to 
the severe penalties for violation of the State rate super- 
vision laws, sent examiners into their offices to discover 
any violations of which they may have been guilty, and 
ordered them to report all fleets insured, rates, numbers 
and classes of cars, deviations from the rating rules, and 
other details. While it is probable that these records 
will in some cases disclose irregularities which, under 
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severe enforcement of the law, would result in expelling 
companies from New York State, it is not probable that 
any will be so drastically dealt with. They will, however, 
be compelled to clean up the business at least for a time. 

It is expected that when the New York Insurance 
Department has given its attention to the irregularities 
in writing automobile liability insurance on fleets, it will 
take up irregularities in writing fire and theft insurance 
on fleets. The fire insurance companies have been eager 
for premium income also, and it is generally believed that 
many of them have deviated from rates and rules. The 
law permits both fire and casualty companies to write 
automobile property damage and collision insurance ; so 
that when either class of companies engages in irregular 
practices on either of these lines the other is drawn. into 
the trouble, as the field is a competitive one. 

As all the insurance companies have filed their annual 
statements covering their 1928 operations, it is possible 
to arrive at some definite totals. One recent compilation 
indicates that the net fire premiums of all stock com- 
panies, including reinsurance companies, amounted to 
$708 ,831,702, with a loss ratio of 46°4 per cent. in 1928, 
as compared with premiums of $711,007,950, and a loss 
ratio of 46°4 per cent. in 1927. Of the 1928 premiums, 
slightly over $11,000,000 was written by companies 
which had not been in business in the United States in 
1927. Thus the established companies suffered a reduc- 
tion in their fire premium income of over $13,000,000. 
The low loss ratio and the large investment gains enabled 
them to make large additions to surplus, but the outlook 
is by no means satisfactory. Even if the loss ratio 
remains low, nobody expects that companies can continue 
indefinitely to make such investment gains as they have 
been making, and the tendency of the expense ratio is 
upward. This is due not only to the reduced premium 
income, but also to the additional competition and the 
fact that much of this competition comes from companies 
not affiliated with company organizations and therefore 
free to pay excess commissions if they see fit. Such low 
loss ratios as the companies generally had in 1927 and 
1928 make it possible to pay high commissions Sone pre- 
ferred classes of business and still make a profit. Thus 
the conditions are playing into the hands of the excess 
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commission companies and making it more difficult for 
the standard commission companies to control acquisi- 
tion cost, which constitutes nearly one-half of their 
expense. 

For several years many of the fire insurance companies 
have been making great efforts to increase their business 
in classes other than fire, but the growth is not very 
rapid. As an example, the inland marine premiums for 
1928 were $42,847,886. This represents an increase of 
somewhat less than $16,000,000 in four years, and this 

yas not all due to the creation of new business, but in 
part to the writing under inland marine forms of con- 
siderable business which used to be written as fire insur- 
ance. The ocean marine premiums of $43,704,977 for 
1928 were less than $3,000,000 more than in 1924, but 
the loss ratio had been worked down to 61 per cent., 
whereas it was 75 per cent. in 1926 and 1927. 

Aviation insurance is receiving much attention at 
present. While a few bold companies ventured into this 
field singly, the tendency now is to form pools of fire 
and casualty companies to handle this class of business. 
The largest of these, formed several months ago, con- 
sists of six large fire companies and four large casualty 
companies, the combined assets of the ten being 
about $370,000,000. Later, another group with over 
$250,000,000 assets was formed, consisting of the com- 
panies represented in two leading New York marine 
insurance offices. These include some large American 
fire and marine companies, several British marine com- 
panies, and two or three casualty companies. Quite 
recently the Liverpool and London and Globe Insurance 
Company and its casualty subsidiary, the Globe Indem- 
nity Company, have appointed Barber and Baldwin, 
Inc., their agents for the underwriting of aviation 
insurance. As Barber and Baldwin, Inc., have two 
companies of their own, the Aero Insurance Company and 
the Aero Indemnity Company, and excellent reinsurance 
facilities at Lloyd’s, London, this virtually forms another 
group. Within a few days one strong fire insurance 
company and its subsidiaries and a large casualty 
company have entered this field as a group. While the 
volume of premium income that will eventually result 
from the writing of aircraft hazards is_ necessarily 
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problematical, a number of companies purpose getting 
into the business while it is young as premium income 
from new sources is going to be needed by the fire insur- 
ance companies especially. Some companies also have 
patriotic motives, as they realize that aviation cannot be 
developed rapidly without insurance protection. 

The extent to which operation of fire insurance com- 
panies in groups has developed in the United States is 
indicated in a recent compilation showing that of 250 
stock fire insurance companies reporting to the New 
York Insurance Department for 1928, exclusive of the 
reinsurance companies, 198 are affiliated in groups and 
that these companies wrote over 93 per cent. of the net 
fire premiums reported by the 250 companies. The 
number of groups of various kinds is really much larger 
than this, as a number of these fire insurance companies, 
which are not affiliated with other fire companies, are 
affiliated with casualty and surety companies. In fact, 
there are now relatively few really important companies, 
fire or casualty, which are operating independently. 

While the organization of insurance companies in the 
United States is not quite so rapid as during some of the 
most hectic periods in 1928, still intention to form new 
companies is being announced almost weekly and in- 
creases in the capital of old companies are frequent. 
Fire insurance companies which have begun operations 
since January I or will start shortly have capital and 
surplus of $12,000,000 or more, and capital increases 
in old companies call for some $20,000,000. While the 
activity in the casualty and surety line is not so marked, 
several companies with large resources are now in process 
of organization and several established institutions have 
paid in additional funds or are doing so. 

Many of the State legislatures have now adjourned, 
and most of these will not meet again until 1931, unless 
called in extra session. Taken as a whole the laws so far 
enacted have not been such as to cause insurance com- 
panies uneasiness. While some undesirable bills are 
before the legislatures still in session—and it is never 
safe to forecast what a legislature will do, even in the 
last day it is sitting—still those who have been following 
the subject closely feel that the insurance business is 
likely to escape many hostile enactments. Many bills 











238 THE UNDERWRITER 


of a paternalistic character have been introduced, but in 
some States, of which New York is an example, all of 
them have failed to pass. These included bills for the 
provision of State funds for insurance of workmen’s 
compensation and for compulsory automobile liability 
insurance, and State and county funds for the bonding 
of public officials. 


Free Insurance 


To the Editor of THE UNDERWRITER. 


Sir,—Human nature, being what it is, it is not sur- 
prising to note the vast amount of support given by the 
public to any scheme which on the face of it appears to 
provide something for nothing. In recent years various 
forms of insurance protection have been offered gratui- 
tously by newspaper proprietors, publishers of diaries, 
and furniture dealers, and there are instances of certain 
manufacturers or wholesalers providing schemes which 
grant life assurance to customers, the sum assured being 
based on their annual purchases. With the exception of 
the newspapers, it should be obvious that the premiums 
paid by the propounders of these schemes must be passed 
on to the purchasers by an addition to the cost price of 
the commodities supplied. Nevertheless, the public in an 
- anxiety to get free insurance doubtless believes—if the 
matter ever receives consideration—that adequate pro- 
tection is offered, and disillusionment only follows when 
a claim is repudiated for some technical reason. 

Great publicity has been given to the advantages 
associated with insurance, and benefit should be derived 
by insurance companies from these gratuitous advertise- 
ments. Two popular daily newspapers have displayed 
remarkable activity in vieing with each other to obtain 
support from the public for their particular schemes. 
Daily placards have informed us of the number of claim- 
ants and the total amount paid in claims, and the “for- 
tunate”’ claimants have had a column devoted to their 
cases, concluding with a description of how the money 
will be invested. Such publicity will surely assist in 
educating the public to appreciate the value of insurance 
protection! That the schemes must be costly to the 
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newspapers is evidenced by the fact that one railway 
disaster alone resulted in claims totalling £50,000, and 
although this may not directly fall on the newspapers, 
the premiums charged are naturally calculated on the past 
claims experience. 

The advertisement given by the newspapers to their 
insurance schemes has also extended to the employment 
of female canvassers whose duty is to importune house- 
wives to register as regular readers. 

However, it cannot be said that newspaper insurance 
takes away business from the companies, as these forms 
of free protection are principally favoured by those 
persons who would not ordinarily insure against personal 
injuries with an insurance office. 

As no premium is paid by registered readers, it follows 
that newspapers offering free insurance are obliged to 
construe the conditions of the schemes in a strict legal 
sense. Border-line cases consequently cannot be enter- 
tained, and the sympathetic treatment obtainable from 
insurance offices is absent under the free schemes. This 
distinction is of the utmost importance, but is seldom 
appreciated by the public until a claim is made. The 
incomplete nature of the cover granted by these forms of 
yy 7 insurance is well illustrated in the case of Hansford 

London Express Newspaper, Ltd. (1928). Hansford, 
wn was a registered reader of the Daily Express, was 
pushing a bicy cle when he was killed by a motor lorry. 
A claim was made under clauses 9 or 6 of the conditions 
of the free insurance cover. The terms of these clauses 
were as follows :— 

Clause 6: £250 in case of death of the reader if he or 
she shall while a pedestrian in a thoroughfare open for 
use by the public be killed by accidental impact with a 
moving vehicle. 

Clause 9 : £250 in case of death of the reader if he or 
she shall be accidentally killed while riding a bicycle 
solely for pleasure but including journeys to and from the 
reader’s usual place of business. 

On behalf of the respondents it was contended that 
the deceased was not at the time of the accident “riding 
a bicycle” within the meaning of clause 9. Further, 
although he was a pedestrian within the meaning of 
clause 6, they were exempt from liability by clause 7, 





24.0 THE UNDERWRITER 


which stated that no compensation should be payable 
where the reader was at the time of the accident “in 
charge of any vehicle.”’ In giving judgment in favour 
of the respondents, Mr. Justice Rowlatt said that the 
insurance was not a scheme of insurance against accidents 
in general, but was a group of insurances against specific 
kinds of accidents. The terms of the insurance contained 
nothing to warrant a limitation of the meaning of the 
word “‘vehicle,’’ and this must consequently be deemed 
to include a bicycle. 

The limited nature of the cover offered by newspaper 
insurance schemes is apparent from the foregoing decision. 
Under the comprehensive cover granted by the personal 
accident contracts issued by the insurance companies the 
accident would have been covered. 

Although a personal accident policy is not, strictly 
speaking, a contract of indemnity, insurance companies 
endeavour to apply this important principle of insurance 
by ensuring that the weekly compensation payable for 
temporary total disablement approximates to the weekly 
earnings of the insured. The newspaper schemes, how- 
ever, entirely disregard this aspect, and the intensive 
competition between two of the papers to secure the 
largest daily circulation led to the introduction of benefits 
quite out of proportion to the status of the average regis- 
tered reader—the dependant of a registered reader killed 
in an accident to a railway train receiving the large sum 
of £12,500. A further principle of sound underwriting, 
namely, that of selection, is ignored in these “blanket” 
insurance schemes, but, presumably, this omission is 
taken into consideration when calculating the cost. 

All free insurance schemes, whether associated with 
newspapers, furniture, or anything else, have to be paid 
for. Valuable actuarial data exists for the purpose of 
measuring the risk of death, and in terms of cash it isa 
matter of simple calculation. The object of all of these 
schemes is to promote increased sales, and if this result is 
obtained the cost of the free insurance to those who 
promote it is apparently justified. 

I am, Sir, 
Yours faithfully, 
H. B. 





